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FOREWORD

The purpose of this research aid is to examine freight tariffs in
the various types of inland transport in the USBR; to compare their
forms, levels, and purposes; and to determine their intended effects
on the economy of the country. For each type of transportatlon, cur-
rent Soviet and US tariffs and their application are compared. In
order to establish a uniform basis for comparing individual railroad
rates, unit averages of revenue as applied to actual traffic are
compared before dealing with rate structures for individual commodities.
The year 1955 was selected because gsufficient data have become avail-
able for that year to permit reasonable conclusions. Where 1955 fig-
ures were not available and comparable figures could be obtained for
the years immediately before or after 1955, the latter were used. For
inland water transport the current tariff became effective in 1957.
Movement of freight by rail constitutes the greatest gingle share of
all freight traffic both in the USSR and in the US, and hence the part
of this research aid covering railroad transport rates is in consider-
ably greater detail than that dealing with the rates of other types of
treansportation. Also, information on rail tariffs is more exact and
meaningful than is information on the rates charged by other types of
inland transport. :

Tariff rates and rate structures in transportation as a rule are
complicated, and a thorough discussion of all that is known would en-
tail the risk of confusing the reader by a mass of details and ramifi-
cations. An effort has been made, therefore, to arrange related data
in such s manner as to reflect the general pattern of rates and eco-
nomic objectives and to describe the main features of the tariff
schemes in simple and direct terms.
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FREIGHT TRANSPORTATION RATES IN THE USSR*
Summary

The rates governing the transportation of freight in the USSR are
set at levels calculated to provide adequate compensation to the dif-
ferent carriers. The rate structure as a whole is designed basically
to promote the objectives of national planning through complementary
rather than competitive transportation services and at minimal ex-
pense to the economy. Nevertheless, the general ratemaking practices,
established by decree in the USSR, are similar in many respects to
those that have developed under regulated competition in the US.

In 1955, railroads accounted for 88.6 percent of the internal
freight movement of the USSR compared with U47.6 percent in the US,
where inland waterways, highways, and petroleum pipelines are used
more extensively. Unit revenues on Soviet railroads now amount to
about 4 kopecks*¥ per ton-kilometer compared with approximately 1 cent
per ton-kilometer on the railroads of the US.

At various times since 1926 the operations of the Soviet railroad
system have resulted in financial losses, and the state has had to
underwrite the deficits. During 1942-48, losses were incurred as the
result of inflationary pressures of wartime on railroad costs without
attendant increases in rates. At the beginning of 1949 a policy was
established of so revising the rate structure as to enable the rail-
roads to show & margin of profit at current levels of traffic. In
subsequent years, with appreciable increases in annual movement and an
investment program aimed at reducing operating costs, the railroads
have been able to reduce rates several times and still continue to
show improved profits.

A comprehensive tariff, which was put into effect on 1 July 1955,
sets the pattern of rates that is now being followed in rail trans-
port of freight in the USSR. This tariff recognizes relative ship-~
ment costs by imposing relatively high weight-distance rates for

¥ The estimetes and conclusions in this research ald represent the
best judgment of this Office as of 1 February 1960.

%% One hundred kopecks equal 1 ruble. Except where otherwise indi-
cated, ruble values in this research aid are expressed in current
rubles and in comparing rates may be converted to dollars at the rate
of 4 rubles to US $lL. This rate of exchange, however, does not neces-
sarily reflect the dollar value in other types of comparisons.

C-0-N-F-I-D-E-N-T-I-A-L
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short hauls and small shipments and lower rates for long distances
and carload shipments, as 1s the practice in the US. The level of
rates for heavy bulk commodities and industrial goods is generally
low and that for consumer goods and gasoline comparatively high.
There is a remarkable correspondence between the rate curves estab-
lished by this tariff for individual commodities and the rate curves
that have developed in the US, but the charges and profits on
middle-distance hauls tend to be somewhat lower and those on short
and long hauls slightly higher than those in the US, a variation
that some Soviet transportation economists view as a weakness in the
Soviet rate structure. The Soviet tariff, moreover, provides for
allowances and exceptions to support the economies of remote areas,
to stimulate new traffic needed to complement light or empty move-
ments, and in the open-water season to substitute part inland water
movement for all-rail hauls. Extra charges¥* also are imposed to
restrict traffic to specific zones or economic marketing areas, to
divert it to other types of transportation, or to discourage it al-
together.

On the inland waterways of the USSR the current rates, which were
established in a tariff effectlve 1 January 1957, are lower than
comparable railroad rates, and where parallel rail facilities exist,
exceptional rate differentials favoring rivers have been prescribed
to encourage shippers to make the maximum use of inland waterways.
The costs of inland water shipping, however, are higher than those in
the US, because the climate is less favorable and the level of tech-
nical development lower. In addition, Soviet accounting assigns the
costs of improving and maintaining the waterways to the lines using
them, whereas in the US these costs are absorbed by the govermnment.

To conserve transportation effort, motor vehicle rates in the
USSR are set much higher than railroad rates for medium and long dis-
tances but are more competitive for distances of less than 50 kilo-
meters (km). In some instances, rates on parallel rail hauls for
short distances are arbitrarily increased. Like the rail and inland
water tariffs, the motor vehicle tariff does recognize the principle
of declining unit rates with increasing lengths of haul, but all
unit rates level off at 100 km. The tariff provides four differen-
tials based on efficiency of space utilization, the most densely
packed freight receiving the lowest tonnage rates. To encourage
efficiency in other respects, a few exceptions are permitted. Sur-
charges are levied in cold regions and mountainous areas. .

Because motor vehicles are used primarily for intracity hauls in
the USSR, the rates for thils service are not readily comparable with
motor vehicle rates in the US, which are published only for intercity
traffic. When applied to the US average length of haul for common

* See II, D, p. 9, below.
-2 -
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carriers (378 km), the Soviet rate is 2.83 times as great as the Us
average. Motor vehicle rates in the US have tended to average out
only slightly above costs because of competition resulting from rela-
tively cheap and plentiful vehicles and fuels, good roads, and the
presence of private carriers in the field.

The need for pipeline rates for the movement of petroleum in the
USSR is obviated by the fact that the pipelines are owned by the
Ministry of the Petroleum Industry. It is estimated, however, that
in 1955 in the USSR the cost of moving petroleum products by pipe-
line was from one-fourth to one-third the cost of moving them by
rail and that the cost of moving crude oil by pipeline was one-
seventh to one-sixth of rall costs. Moreover, oil pipeline costs in
the USSR may have been as much as three to four times oil pipeline
costs in the US in the same year, but this relationship probably is
distorted to the disadvantage of the USSR by technical and accounting
factors of a temporary nature.

I. Introduction

Revenues from freight service averaged 76.6 percent of the total
operating revenues of Soviet railroads during 1950-55. These reve-
nues are derived from the movement of freight over the rallroad lines
and from the provision of certain ancillary services associated with
the movement of freight, such as special loading and unloading, icing
or heating of perishables, and switching. Charges for freight serv-
ice are contained in a tariff, and, like customs duties, the rates
and charges in the tariff can have the effect of promoting, facili-
tating, discouraging, or blocking the movement of specific types of
traffic and of traffic as a whole.* Such charges also are the prin-
cipal influence on the financial position of the railroad enterprise.

During 1942-48 the inflationary pressures of World War II and of
the subsequent period of reconstruction and arms modernization re-
sulted in increased costs of railroad operation. Except for the
abolition of special reduced rates and exemptions, however, the 1939
tariffs were maintained in force throughout the war and up to 1 Jan-
uary 1949, resulting in substantial deficits and in the necessity
for state subsidies to maintein operations. On 1 January 1949 the

¥ Tnsofar as possible in this research aid, the word rate is used to
apply to unit rates (that is, rates per ton-kllometer), and the word
charge is used to apply to flat amounts billed for movement of a given
quantity of frelght over a specific distance or to amounts billed for
arbitrary purposes, extra services, demurrage, and penalties.

-3 -
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USSR introduced a revised tariff that included rather drastic in-

creases in rates. By this time it had been decideqd that the raillroads
should no longer be rermitted to operate at a loss. Net earnings for
the railroads resulted immediately from the drastic increase in rates.

to reduce costs through new investment and operating controls, it was
possible, however, for the USSR to make downward freight rate adjust-
ments five times during 1950-55, amounting to a total of 30 percent.
The railroads have continued to Show a net operating profit from
freight service. During 1950-55, there was a falrly constant annual
increase, as shown in Table 1.

Table 1

Operating Ratios in Reilroad Freight Service
in the USSR a/

1950-55

Year Percent E/
1950 89.2
1951 82,
1952 87.5
1953 8L.7
1954 T4 4
1955 69.2

&. An operating ratic is an index that is
commonly used in transportation analysis and
1s derived by dividing operating expenses by
operating revenues.

b. E/ (For serially numbered source refer-
ences, see Appendix C. )

Although the railroads of the ‘USSR have operated profitably
since 1949, these profits have not acted as a deflationary influence
on the economy, because there have been concomitant large capital
expenditures on the rallrosds and in other sectors that have offset
the deflationary influences of large profits. Even with the heavy
capital investment required for the dieselization and electrification
programs, which will extend through 1970, and the accompanying in-
vestment required for improvements to roadbed, yards, and signaling,
it is probable that the state will be able to draw off appreciable
amounts of net railroad operating profits and put them to uses other
than those associated with the railroads unless further substantial
rate and wage concessions should be granted. Current publications

-4
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of economists of Gosplan and the Soviet railroads, however, indicate
that rates are to remain at substantially the level established at
the time of the last reduction on 1 July 1955 and that profits as
planned make allowance for reasonable wage increases. Over-all costs
for railroad freight service should decline as progressively greater
technical improvements begin to influence operations.

II. Railroad Freight Rates and Charges in the USSR

A, General Considerations

The present railroad freight tariff in the USSR is specified
in a tariff handbook g/ that was issued by the Ministry of Railroad
Transport and became effective on 1 July 1955. This tariff is an
updated and presumably improved version of other recent Soviet tar-
iffs. It i1s constructed on the basis of a number of class rate
patterns or schemes to which all freight items including bulk com-
modities are related by groups of commodities or by single commodi-
ties. ZEach rate pattern for carload shipments is expressed in
rubles per carload for cars of different tonnage capacities -- and,
'in numerous instances, for different types of cars -- in a series of
zones extending from & zone of less than 50 km to a zone of 13,301
to 13,500 km. For a sample page of the rallroad freight tariff, see
Figure 1.% The tonnage rates for shipments of less-than-carload
size are higher than those for carload shipments by as much as 90
percent for shipments of less than 1 metric ton, *¥ 80 percent for
shipments of from 1 to 2 tons, and so on. On a unit and distance
basis, all rates begin high for short movements and follow a
tapering-off curve for longer distances. Most freight rate curves
eventually flatten out -- that is, the rate per ton-kilometer be-
comes fixed beyond a certain distance. Rates on some commodities,
however, are deliberately advanced on extremely long hauls as a
means of discouraging expensive and uneconomical movements.

The USSR regards the 1 July 1955 tariff as serving the fol-
lowing two basic purposes: (1) to bring the price for freight
service closer to costs and (2) to stimulate economy in the use of
transportation facilities. The basic tariff, therefore, provides
for high rates on small shipments for short distances and low rates
on large shipments for long distances. Through prices charged, it
also attempts to encourage practices and traffic patterns that
combine economy in the use of transportatlion with economic exploita-
tion of resources in the furtherance of over-ell objectives of the

* TFollowing p. 6.
%% Unless otherwise 1nd1cated tonnages are given in metric tons

throughout this research aid.
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state. In a similar manner this tariff discourages uneconomical
transportation practices. In addition to the basic tariff rate,
there are special rules for the application of exceptions, arbi-
traries, extra charges for various services, fines, penalties, and
demurrage charges. These rules illustrate more specifically the
over-all objectives of the system of tariffs.

B. Exceptions

The current railroad tariff in the USSR has many exceptions
and special rates, the most important of which are granted with the
following objectives. Exceptions to the basic tariff are intended
to stimulate industries in specific areas and to develop traffic
on nonpaying hauls (empty directions). Exceptions also are in-
tended deliberately to divert traffic from one route or type of
transportation to another. On the long hauls eastward across
Siberia, these exceptions are intended to assist in holding down
the high cost of commodities delivered in the Far Eastern areas.
Exceptions also are provided in order to asslst in the development
of new basic industries and the promotion of the use of new prod-
ucts such as mineral fertilizers. It is appreciated by Soviet su-
thorities that the transportation rate structure can always be
employed as an aid in planning and adjusting patterns of distri-
bution of materials, although the Ministry of Railroad Transport
clearly prefers that the original planning be done on the basis
of rationel, correctly priced hauls. i/ Some specific examples
follow.

1. Coal from the Moscow Basin is accorded a rate L0 to
50 percent below the rate for other coal, This reduction is to
enable the low-grade coal of this area to compete with coal from
the Donbas and other coals that have much higher calorific values.
Coal from the Moscow Basin can travel 1,500 km before exceeding
the limit of normal haul* and incurring the concomitant increase
in the rate per ton-kilometer. E/ The railroad no doubt loses on
this movement, but an economic saving may accrue to the state in
that large quantities of coal from other basins are unlikely to
move for longer distances in substitution for coal from the Moscow
Basin.

¥ In the Soviet rate curve for each of a number of commodities,
there is a range of distance referred to as the "distance of nor-
mal haul" or the "distance of normal movement” (normal'noye
rasstoraniye perevozki), which generally has the lowest unit rate
on the curve. Beyond the upper limit of this range (the "limit
of normal haul" -- pridel'no normal'noye rasstoraniye perevozki),
the rate per ton-kilometer is increased, and the rate curve turns
upward accordingly (see III, C, 3, a, p. 17, below).

-6 -
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USSR: Sample Page of Railroad Freight Tariff of 1955
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211 o 18 T| 830 866| 902 937 973| 1009 1052 1103} 1155} 120621
a1l 207 ..| 9711013 1055] 1096 1138/ 1181 1231} 1291 1351 1411121
21| 50—60 1| 2428 | 2633| 2638 | 2740| 2845 2953 | 3078 | 3228 3378] 352821

22| o 18 1| 413 421 429 437| 444| 452| 461|471 481 491:2%
22! 907 ..| 483| 493| 502| 511| 519 529| 539 531| 563| 57422

23| o 18 T| 977 | 1024} 1072| 1120| 1168 1216] 1269 1329| 1389 1448}23
23| 20 ..|1143|1198] 1254| 1310} 1367 1423 14851 1555 1625 1694 |23
23| 50—60 7| 2858 | 2995| 3135| 3275 3418 3558 | 3713 | 3888 | 4063 | 423523

24| 1o 18 7| 478 505| 533| 560| 587 614| 645] 679| 713| 74724

o4| 20T ..| 559 591| 624 655| 687| 718 755| 794| 834 874|24
25| Jlo 18 1| 226| 236 247} 257\ 267 o78| 200| 303| 316 329(25
ig ?_]0 r .. 24| 276| 289| 301| 312} 325 339 355| 370| 385{25
: J1

30—60T| 396 | 414] 434| 452] 468 4881 509 533} 555| 578!28
25| KPp, NB|

50T ..! 660| 690 723| 753| 780 813 848| 888| 925| 963|2%
25| Kp, 1B

57—60T| 792 | 828| 867 903| 936 975] 1017| 1065| 1110} 1155/25
26| o 18 7| 732 773| 814 855 806| 936| 982 1033| 1084| 113526

gg %(Op'r | 856| 904 952! 1000| 1048( 1095| 1149} 1209 1268 | 132826
06 ?_IOB—GOT 2140 | 2260 2380| 2500] 2620| 2738 2873| 3023 3170 3320|26

57—60 r | 1926 | 2034 | 2142| 2250 2358 | 2464 2585 2720 2853 2988 |26

In this typical page of the Soviet Railroad Tariff of July 1955, the number
of the scheme or class-rate pattern appears in the extreme left-hand and
right-hand columns. The patterns are listed in numerical order and are
repeated from two to five times to correspond with cars of varying types
and capacities as shown in Column 1. (The abbreviations PL, KR, and
PV refer, respectively, to flatcars, boxcars, and gondola cars.) The remain-
ing columns are headed by ranges expressed In kilometers, and for each
range the basic charge is given. on the line of each class-rate subdivision
in rubles for a full carload. The unit rate per ton-kilometer would be
obtained by dividing the charge by the product of the car capacity (assum-
ing a fully loaded car) and the length of haul. The latter may be taken
either as the actual distance of movement (when known) or, for theoretical
purposes, as the midpoint of the range. Ranges for which rates are quoted
vary from 50 km and less to 13,301-13,500 km. In other portions of the
tariff, individual commodities and commodity groups are indexed to the
class-rate patterns. ’
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5., TPeat briquettes and cement clinkers receive 20-percent
discounts from ordinary rates for loose peat and packaged cement,
regpectively. Mineral fertilizer receives a L4O-percent discount on
shipments to all state enterprises, 2/ and thus individual users or
consumers who have to pay the full rate are placed at a disadvantage.

3. There are a few reduced rates for hauls in the "empty
direction.” A good example 1s & 50-percent reduction in the rate
for moving rock ballast from the Sverdlovsk Reilroad System to the
Omsk Railroad System.(in otherwise empty gondola cars that must be
returned from the Urals to the Kuzbas for westbound loading of
coal). Eastbound ore from Magnitogorsk receives a 10-percent re-
duction, although this particular exceptional rate seems to be
obsolete. There are other 50-percent reductions in rates for hauls
in the "empty direction" on the Orenburg, Karaganda, and Turkestan-
giberian Railroad Systems. Mineral construction materials moving
northward on the Pechora Railroad System recelve a 30-percent re-
duction. é/ Tn addition, the Ministry of Railroad Transport can
establish reductions below the general rate level of up to 25 per-
cent for freight moving in empty directions, but this power has
not been much used. T/

4. One of the most notable Soviet rate exceptions is that
on long-distance shipments on the Trans-Siberian Railroad. Deduc -
tions range from 1 to 40 percent and bring the rates down to levels
close bo the long-distance minimum for such goods as agricultural
equipment and chemicals along with vegetables, fruits, meat, butter,
wines, textiles, and other consumer items moving from west to east.
On movements of salted and smoked Ffish from Sekhalin and the Soviet
TFar Fast to the west, a reduction of 50 percent 18 permitted. §/
These low rates support the economy of a remote region of the USSR
that otherwise would receive less than normal prices for what 1t had
to sell while it paid more for its needs. The traffic probably is
more than compensatory to the railroads, for the exceptions apply
mostly to rates that were high to begin with. Wheat and petroleum
are not included in the list of exceptions. The USSR has established
a gzone pricing system on petroleum that apparently forces the petro-
leum industry to absorb some of the cost of shipment rather than
passing it all on to distant consumers.¥ In the case of wheat, the
reason for not permitting a reduction is that the wheat rate is
alresdy low, and efforts are continually being made to promote the
development of new wheat lands in distant deficit areas.

¥ Prices in zones nearer oilfields allow for profit margins above
shipping costs, which offset losses incurred on long hauls to remote
areas Or zones.
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5. In order to promote the use of new coal mining areas,
there i1s a 20-percent reduction for local distribution of coal origi-
nating in basins that have been developed since 1 January 1952, 2/

6. In the open season for inland waterways, shipments in
mixed rail and water transport receive g 30-percent reduction from
published rail tariff rates for the rail portion of the Journey.

The reduction of 30 percent on the rail haul is limited to a distance
of 600 km between water stretches, 10/ This exception appears not to
apply to mixed rail and water movements involving Sakhalin Island.

C. Arbitraries*

The Soviet railroad tariff system has many rules that re-
quire the imposition of arbitraries. Arbitraries are imposed to
divert traffic from some routes and to prevent it from moving beyond
fixed 1limits on others.

One type of arbitrary is designed to force bulk freight move-
ments from the railroads to the inland waterways as long as the
weather permits. In the open water season, for instance, railroad
rates on coal are increased 50 percent (between 1 May and 30 Septem-
ber) on shipments from the Donbas to points on the Volga and Dnieper
River systems. };/ Between 15 Marech and 1 December (most of the
year), railroad rates on coal are increased 50 percent from the
Donbas to points on the Sea of Azov and the BRlack Sea. An initial
attempt to develop traffic on the Pechora River has been made by
ralsing railroad rates 20 percent on coal from Vorkuta to points on
the Barents Sea and the White Sea via all-rail movements between
1 May and 30 September. Similar arbitraries are applied to the
movement of grain, timber, cotton, firevood, ore, petroleum, salt,
construction materials, and other items in the open season on rail
hauls parallel to the Volga, Kama, Dnieper, and Irtysh Rivers; the
Moscow Canal; and other waterways, such as the Casplan and RBlack

Seas. 12/

Another type of arbitrary is applied the year round to dis-
courage distribution of commodities outside the predetermined limits
of specific marketing areas. Usually these supplemental rates are
intended to restrict the hauls to relatively short movements, but
the rates sometimes permit long movements also. Examples of this
type of arbitrary are an increase of 50 percent on coal (other than
Bukachacha coal) originating on the Trans-Baikal Railroad System
and moving to the East Siberian or Far East Systems and an increase

¥ An arbitrary is an amount added to a regular rate for a particular
reason.

-8 -

C-0-N-F-I-D-E-N-T-I-A-L
Approved For Release 1999/09/27 : CIA-RDP79S01046A000700120001-1



Approved For Release 1999/09/27 : CIA-RDP79S01046A000700120001-1

¢-0-N-F-I~D-E-N-T-I-A-L

of 50 percent on Kuzbas coal bound farther south than Alma-Ata on the
Kazakh Railroad System.* l§/ Donbas coal also receives a 50-percent
arbitrary increase when moving beyond an area that is bounded roughly
by Leningrad on the north and the Volga River on the east. 1k/

Arbitraries of 50 percent as a rule are employed to discourage
rail movement of petroleum between points adequately served by pipe-
lines. Local movements are permitted without the additional charge.
Increases of 50 percent are applied also to restrict the production
of certain petroleum centers to prescribed marketlng areas. lé/ Thus
Groznyy and Ishimbay, for each locally refined product, are given
marketing areas that can be served by rail without incurring the extra
charge., The balance of the petroleum is expected to move out by pipe-
line either as a refined product or as crude oll to be refined. Rates
on firewood are increased 50 percent for distances of more than 500 km
except when shipments are destined to the wood-deficient areas of
Kazakhstan, Central Asia, and the Ukraine. lé/

Other commodities incurring arbitraries for moving beyond the
1limit of normal haul are coke, ore, cement, and lumber. Brick is
limited to 300 km and sand, earth, and clay to 150 km in the same
manner. iZ/ Assembled sutomobiles originating at plants or repair
shops receive a 50-percent arbitrary incresse for distances up to 300
km to oblige driveaways to points within a reasonable distance. £§/
There is a special rate 50 percent above the normal rate for delivery
of all goods originating in the Moscow and Leningrad terminal areas
and shipped for distances of less than 30 km. 19/

: There are salid to be numerous instances where exceptions and
arbitraries overlap -- that 1s, counteract each other. Soviet au-
thorities on transportation rates generally agree that these corol-
lary adjustments need considerably more study and refinement in
equating the tariff structure with transportation costs and the needs
of the economy.

D. Extra Charges

The Soviet freight tariff contalns other extra charges
(extras) too numerous to describe in detail, but a few appear to be
worthy of mention.

¥ The former main line of the Turkestan-Siberian Railroad System is
now incorporated in the Kazakh System.
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1. Switching Charges

A switching charge for taking cars in and out of the
sidings of enterprises amounts to 10 rubles per locomotive-kilometer,
with a minimum of 30 rubles per trip. 29/ Movements on the South
Sekhalin Railroad (narrow gauge) are charged the general tariff rate
with an increase of 200 percent. g;/ Other narrow-gauge railroads,
in spite of unit costs much heavier than those for standard-gauge
lines, use the general rates.

2. Charges for Large Cars

Where the type and capacity of railroad car appropriate
to a class of freight in the USSR are not specifically stated in the
class rate schedule applicable to the goods being shipped, charges
for using cars of more than 20-ton capacity are calculated by adding
to the carload charge the following increments: for cars of more
than 20-ton capacity through 25 tons, 25 percent; for cars of more
than 25 tons through 30 tons, 50 percent; and for cars of more than
30 tons through 60 tons, 100 percent. For cars above 60 tons, each
20 tons of capacity or less is charged for by adding a full carload
charge. gg/ As the tonnage rate will remsin about equal, it is
apparent that this charge will constitute an extra mainly in the case
of light, bulky manufactured goods. Large movements of heavy com-
modities in through trains (marshruts) will scarcely be affected by
it.

3. Improper Payments

Under the Soviet system of payments, the shipper generally
pays the freight charge in advance, supposedly including it in his
price to the consignee. For fallure to pay the freight costs on con-
signment, the shipper is charged an extra of 1 percent of the freight
bill per day of delay in payment, starting with the day following the
date of shipment. 23/

k., Loading, Unloading, and Transloading Charges

Loading, unloading, and transloading on Soviet railroads
.are charged for at rates varying from 4 rubles to 5 rubles per ton on
carload lots and 6 rubles per ton on less than carload lots, when the
service is performed by the railroad. Charges are levied for weigh-
ing at the start of the Jjourney and for checking weight at its con-
clusion, varying from 3 rubles to 10 rubles per car. gﬂ/

- 10 -
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5. Servicing Charges

Services for which the Soviet railroad system commonly
charges include disinfection and cleaning of cars gz/; precooling of
cars; refrigeration en route; heating gé/; and cleaning of cars on
completion of shipment, the last normally being billed to the con-
signee.

6. TFines and Penalties

Fines are assessed against shippers in the USSR for
giving wrong directions for the billing of freight that result in
less income for the raillroad. These fines are assessed at 150
rubles per car regardless of capacity and at 20 rubles for less-
than~carload shipments. gz/ A penalty is levied for storage in
railroad facilities after the expiration of a regular time allow-
ance or "free time." This penalty starts at 1 ruble per ton per
day and increases at a rapid rate on succeeding days. g@/ Pen-
alties also are levied for routing freight along paths or in
directions that result in cross hauls: for example, there is a
50-percent rate increase on ferrous metals from any line east of
the Tomsk Railroad System to the Tomsk System or to any line west
or south thereof. 29/ It is believed that this penalty is not
intended to apply to ferrous scrap.

T. Demurrage

Demurrage on Soviet railroads is charged for at the
rate of 3 rubles per open or standard closed 4-axle car per hour
for the first 6 hours over the allowable time, 6 rubles per hour
for the next 6 hours, 9 rubles per hour for the third 6 hours,
and 15 rubles per hour for all time in excess of 18 hours. These
charges are doubled for delay of tank and refrigerator cars. §9/

III. Comparison with Rallroad Freight Rates and Charges in the US

A. General Considerations

1. Railrocad Freight Tariffs in the US

The US, unlike the USSR, does not have a unified or
consolidated tariff that can be consulted in oxder to find rates
which can be applied for the movement of specific types and
amounts of freight traffic between various points and distances.
In the US, there are about 75,000 freight tariffs, ranging in
size from a single page to more than 1,200 pages. __/ This con-
dition results from the fact that the basic function of ratemaking
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rests with the individual raillroads. Rates and charges for freight
service are filed by railroads or on their behalf with the Federal
Interstate Commerce Commission (ICC) and with the various state
transportation regulatory commissions. BState regulatory bodies
have the prerogative of influencing rates on intrastate movements
as long as there is no discrimination against interstate commerce,
but final approval in the event of dissension on the fairness and
reasonableness of any rate or rate schedule affecting interstate
commerce or the maintenance of an adequate national system of ftrans-
portation rests with the ICC or the courts. The ICC may also pre-
scribe rates and rate schedules.

Approximately 85 percent of the movement of carload
traffic, which makes up the bulk of the railroad freight traffic in
the US, is governed by the thousands of commodity tariffs that
contain rates and charges for the transportation of specific com-
modities between specified points on the transportation system.
Traffic in commodities and traffic between points for which there
is no applicable commodity tariff is governed by the Uniform Freight
Classification tariff, which maintains a reasonably uniform rate
level for the country as a whole. Because only a small part of US
railroad freight traffic is governed by the Uniform Freight Classi-
fication, however, this tariff would not be suitable to use as a
basis for comparison with the Soviet railroad tariff. Nor would it
be practical to analyze the thousands of commodity tariffs that
represent the basic railroad freight rates in the US. For these
reasons, some other basis must be used for comparing railroad
freight rates in the US with rates in the USSR.

2. Basis for Comparison of Rates

Two bases exist for comparing Soviet and US railroad
freight rates and charges. The first of these permits a comparison
of the average unit revenue of freight service in the USSR with the
average unit revenue of freight service in the US. This basis of
comparison is obtained by dividing the total anmual revenue derived
from freight service, including that revenue resulting from the
application of special charges as well as from transport rates, by
the total number of revenue freight ton-kilometers produced an-
nually. The second of these bases permits a comparison of the
charge for the movement of a specific commodity for selected dis-
tances in the USSR with the charge for the movement of the same
commodity and distances in the US. To obtain this latter compari-
son, information from the Soviet basic railroad tariff of 1 July 1955
can be measured against the rates and charges for the movement of
specific commodities for specified distances recorded in the com-
pilation by the ICC of a l-percent sample of waybills for the year
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1955, The railroad freight waybill is an instrument that represents
the contract between the shipper and the carrier, and 1t contalns
such information as the commodity shipped, the price paid for trans-
portation, the distance, and the routing of the shipment. The ICC
l-percent semple contains representative sets of individual sample
shipments for the five major class rate territories of the US (see
Figure 2%). Unfortunately, the l-percent sample is not quite com-
pareble to the Soviet tariff, because the former contains the total
price for the shipment and does not isolate the basic rate for
moving the commodity, as does the latter. This sample, however, 1s
the only practical US source from which & workable comparison may be
derived. ‘ :

B. Unit Revenues in Freight Traffic

Average unit revenues from freight traffic in the USSR have
decreased steadily during the past 5 years. Between 1954 and 1958,
there was a decrease of approximately 19 percent. In 1954, the last
full year for recording revenues before the rate reduction of
1 July 1955, the average revenue per revenue ton-kilometer was 4.96
kopecks. In 1955 the average revenue vas h,63 kopecks and reflects,
at least in part, the decrease in unit revenues during the last half
of the year occasioned by the rate reduction. There was a further
drop in the average unit revenue to 4.30 kopecks in 1956, the first
full year to reflect the decrease in rates that became effective in
mid-1955. Another decrease was evident in 1957, when the revenue
gstood at 4.15 kopecks. The declining trend in unit revenues is
attributable, at least in part, to the annual increase in the aver-
age length of haul that was experienced during this period. This
increase has had the effect of lowering the average price paid for
rail transportation. A slight change in the composition of the
traffic, with a relatively larger carriage of low-value bulk com-
modities, probably was responsible also for the decrease in unit
revenue. '

Unit revenues in the US were remarkably stable durlng these
years, notwithstanding an over-all increase in rates of about 20 per-
cent. 32/ There was a slight decrease in 1955 compared with 195k,
and although unit revenue inereased slightly in 1956, it still re-
mained below the level of 1954, In 1957, however, the unit revenue
was restored to the level of 1954 and reflected the rate increases
of the year 1957. The decreases in 1955 and 1956 were occasioned
by the fact that the concurrent rate increases were not sufficient
to compensate for the diversion of some smounts of high-rate freight
from the railroads to truck and freight forwarder transpdrt, These

¥  TFollowing p. 1h.
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unit revenues in the USSR and the US are compared for the period under
discussion in Table 2.%

C. Rates on Specific Commodities

l. Comparative Price Problem

The official rate of exchange of the ruble is 4 rubles to
the US dollar. This rate of exchange, however, does not necessarily
reflect the true dollar value of the ruble in terms of Soviet pricing,
rarticularly with respect to consumer goods. Prices of consumer goods
inelude a large amount of turnover tax in addition to "socially neces-
sary expenditures” and give consideration to a number of other "cul-
tural and political factors."** 33/ Railroad freight rates, however,
do not include a turnover tax. The Soviet railroads collect no taxes
from the shippers of freight and are not taxed specifically on freight
traffic. Thelr rates are institutionally rather comparable to the
internal wholesale prices of major commodities. If the wholessale
prices bear some relationship, at a rate of 4 rubles to the dollar,
to prices at which commodities are traded in world markets, then it
may be reasonable to apply thils rate of exchange 1n comparing US and
Soviet railroad rates. This hypothesis is further supported by the
ruble~-dollar ratios contained in Table 2.% The unit revenues for 1958
were very close to 4 rubles to the dollar. (In 1957, unit revenues
had shown only 5.5 percent fewer rubles to the dollar than in 1956,
the first full year for which the rate reductions of 1 July 1955 in
the USSR were applicable.) For the burposes of this research aid,
therefore, rates on specific commodities for varying distances in the
USSR have been compared with similar data for the US on the basis of
b rubles to the dollar. It is recognized that this basis for com-
parison may be challenged on many counts. Such a basis, nevertheless,
1s regarded as sufficiently accurate to describe the comparison of
rates in a reasonably proper magnitude.

2. TImportant Similarities and Differences

The rates charged for freight movement in the USSR and the
US can be compared by commodity in two ways, (a) on the basis of aver-
age length of haul, using both the Soviet distance and the US distance,
and (b) on the basis of variable distances. Although the over-all
average lengths of haul were not far apart in 1955, being 766 km for
the USSR §ﬂ/ and 693 km for the Us, éé/ there were considersble varia-
tions for individual commodities. TT should be remembered in this

* Table 2 follows on p. 15.

*¥ This phrase is presumed to mean pricing intended to encourage or
discourage consumer spending and to bring income into the central state
treasury.
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comparison, moreover, that the l-percent sample for the US is derived
from charges for actual movements snd includes the effect of exceptions,
commodity rates, and arbitraries,* whereas the computations made from
the Soviet rate tables do not depart from the regular tariff schedules,

Rates on a selected list of major commodities have been
analyzed to ascertain wherein the Soviet patterns differ from those of
the US and in what manner. Soviet transport pricing involves placing
higher comparative rates on manufactured articles, consumer goods, anmd
other high-value freight than do US tariffs, because the competitive
factor can be virtually ignored and the shipment treated as a matter
of value of service -- that is, the consumer commodity will easily
bear the higher rate. Consumer items that are to be burdened with a
turnover tax at the point of eventual distribution are logical targets
for high rates, and these rates offset the low rates charged for
bulky basic industrial commodities in providing adequate income for
the railroad system. 38/

A fact evident throughout this comparison (but because of
its general uniformity one that is likely to escape comment) is the
similarity in both design and level of many of the Soviet and US rate
patterns. That this similarity should exist for tariff charges
evolved from such different bases of planning and individually cal-
culated in a dissimilar menner seems remarkable. When the relatively
complicated US system of rates igs considered as g whole, it seems
clear that although the profit motive is a factor of primary impor-
tance, competition among reilroads and between rallroads and other
types of transportation has been = major influence in bringing rates
close to costs. In the US g good deal of attention has been paid to
analyzing factors which bring about differences in cost. This type
of study has usually teken Place initially at the ground level, and
responsive action has resulted in many of the present US rates. In
controversial cases, rate theories have been advanced in decisions
involving carriers against shippers, municipalities, ports, and other
carriers by regulatory and Judicial bodies ranging from the ICC to the
US Supreme Court. The main points on which rate decisions generally
rest are as follows: (a) cost of service, (b) competition among
carriers for traffic, and (c¢) competition among both industrial and
commercial interests for markets. ;2/ There is no rule of mathemati-
cal certainty for deciding on the Teasonableness of rates. Decisions
are usually arrived at on the basis of comperability of rates, cost and
ability-to-pay factors, and direct (out-of—pocket) costs as opposed to
the theory of costs Plus & proportionate share of overhead. &g/ The
logical development of the economy has, however, been of strong signif-
icance in rate decisions by the ICC and the Supreme Court.

* US average lengths of haul were based on this l-percent sample and
are, therefore, approximations.
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There is, however, no assurance that the two rate systems
will long remain at similar levels. Soviet railroads have two advan-
tages: they are able to select specific items of traffic, particularly
consumer goods, on which to assess relatively high freight charges, and
in recent years they have not been confronted with rising labor and
material costs requiring increased revenue in order to sustain profit-
able operations. US freight rates during 1950-55, on the other hand,
were increased 30 percent above the level of l9h9, and rete level in-
creases of another 16 percent above the level in 1955 have been author-
ized by the ICC from then to the present. b/

3. Commodlty Grouplngs

a. Low-Value Bulk Commodities

The rates per ton-kilometer in the USSR and. the US for
low-value bulk commodities such as coal, gasoline, lumber, and iron ore
are found to start for short hauls of 50 to 300 km at between 2 and 5
cents and to level off for the longer hauls at 1 cent for both coun-
tries (see Figure 3%). In all examples except that of gasoline, the
Soviet rates per ton-kilometer for these commodities increase after
reaching their lowest level. The USSR sets this level to conform with
the distance that it regards from the point of view both of the rail-
roads and of the national economy as constituting the most economical
haul. TFor coal the maximum limit of this distance is approximately
2,500 Im; for lumber, 2,000 km; and for iron ore, 750 km. For ship-
ments beyond this limit the rate per ton-kilometer increases. For
gasoline, no limit of normal haul is prescribed, and hence the rate
remains level for the longest hauls.

For coal the Soviet and the US rates follow similar
patterns up to 500 km, after which point the US rate drops off. The
rates per ton-kilometer at the average lengths of haul (US, 468 km;
USSR, 686 km) are almost identical, although in 1955 the Soviet aver-
age length of haul was more than 200 km greater than that of the US.
With iron ore the US rate is uniformly lower than the Soviet rate,
even at the lowest point of the latter. Because the US rate tends to
flatten out at the middle distance of 750 km, whereas the Soviet rate
increases, the spread between the two widens, but the US rate sample,
with a longer haul (1,500 km and above), apparently does not represent
much real traffic. On the other hand, an exception rate exists for a
‘major long-haul movement of iron ore in the USSR.*¥ The low US rate

¥ TFollowing p. 18. .
*% Magnitogorsk to Stalinsk, about 2,300 km.
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DProbably can be explained by low terminal costs and intense competition
from waterways for longer hauls.

The lumber rates probably are more nearly representa-
tive of actual traffic at longer distances in the US, where the average
length of haul in 1955 was 2,113 km, than are the rates of the other
three bulk commodities under discussion. On the longest lumber hauls
the US rate tapers steadily downward, probably in response to inter-
coastal steamship competition, whereas beyond 2,000 km the Soviet rate
increases. At 3,000 km the two rates cross, and at 4,500 km (almost
a maximm US haul) the US rate becomes about 30 percent less than the
Soviet rate. The Soviet average length of haul in 1955 was 1,274 Xm.

In the case of gasoline the Soviet rate is proportion-
ally higher than the US rate all along the line. Gasoline i1s a com-
modity that apparently is treated for ratemaking purposes by the USSR
as more nearly a semiprocessed consumer item than the other three
comnodities with which it is compared here, although the main con-
sumers of gasoline are the armed forces, industry, agriculture, and
intracity transport. A considerable amount of gasoline is shipped
long distances to the Soviet Far East and Communist China, and this
fact probably explains why there is no 1imit of normal haul and why
the average length of haul in 1955 was as much as 1,309 km. In
several instances, as stated above, special penalty rates are assessed
for distributing gasoline outside of predetermined marketing areas.

It is stated frankly that gasoline is one of the items on which the
Soviet railroads propose to show a net profit, &g/ even though the
present tariff rate is 15 percent lower than that previously in effect.
In spite of the development of other types of transportation, gaso-
line is still moved in large quantities on the Soviet railroads. On
the other hand, US raillroads transport relatlively little gasoline, as
& result of competition from the many pipelines, inland waterway ves-
sels, coastal tankers, and tank trucks serving so much of the country.
The US rate curve that has been developed from the l-percent sample
appears at every point to represent a competitive effort to hold and
if possible to gain traffic. The medium distance for gasoline (250 to
800 xm) evidently 1s considered the range of greatést possible profit,
this being the distance at which the tank car could best meet trucking
costs and would be least likely to encounter pipeline or water compe-
tition. The average length of haul in 1955 was 312 km.

One phenomenon which characterizes all four commodities
is that the rate for the US average length of haul &g/ is well above
the US minimum rate level, whereas the rate for the Soviet average
length of haul comes close to the Soviet minimum in each case. L/ Al-
though average lengths of haul were not precisely measured in either
country, this type of difference would seem to be sccounted for either
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by greater US sensitivity to cost factors in the handling of bulk
commodities or by Soviet efforts to influence hauling distances or
by both. An authoritative Soviet source on shipment costs, however,
developed figures which show that intermediate-range (350 to 900 km)
traffic in bulk commodities in 1955 under the new tariff initially
would be handled mainly below cost. 45/ TIn this type of appraisal,
each commodity evidently is expected to carry an appropriate share
of all overhead costs, including fixed amounts for terminal and
pasic route services; maintenance of way, structures, and equipment;
and sllowances for depreciation and amortization. The fact that the
rates on heavy bulk commodities have been set at slightly above or
below these computed costs indicates an effort to hold down the
capital and operating expense of heavy industry and thus to promote
the industrial expansion of the country with as little inflationary
pressure on wholesale prices as possible. The above source shows a
gain on most short-distance and long-distance movement of heavy
Pulk commodities and also shows a declining trend of shipment costs
on almost all such commodities from 1954 to 1955, which, if con-
tinued, would soon put even the intermediate-distance hauls in the
black. An article in a 1957 periodical indicates that all bulk
commodities in 1956 except coke and lumber more than paid their way
on an average-distance basis. ﬂé/ These calculations are believed
to exclude all extras and penalties, actusl or estimated, and to
deal strictly with revenues derived from normal transportation.

Retes on another group of low-value bulk commodities,
including gravel and sand, portland cement, phosphate rock, and
chemicals not otherwise specified, are shown in Flgure k,% Short-
distance average movements typify gravel and sand, and there are
gimilarities between the Soviet and the US rate curves for these
commodities. The Soviet rates start high on short-distance hauls,

a Pesture that is stated to be designed to encourage short-haul
movement by truck. &z/ The US rates continue downward for the medium
hauls, reflecting lower costs and need for traffic, whereas the Soviet
rates run into increases based on the outer limit of the normal haul.
Actually, not much US traffic in these commodities is moved long
distances. The influence ralsing the 1955 Soviet average length of
heul for cement to 654 km¥¥ undoubtedly was the wide spacing of cement
manufacturing plants in Siberia, an area in vhich many major con-
struction projects were in progress.

For phosphate rock, the Soviet and US rate curves both
have the same general characteristics, as do the curves for gravel and
sand. Although no average length of haul for 1955 has been reported

% Following p. 20.
¥% 1954 figure.
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for the USSR, it probably was long because of the freezing of water-
ways in the winter.* Phosphate rock is a commodity that Soviet sources
freely admit to carrying at a loss at both intermediate and long dis-
tances. In the US, in spite of the very low rate of 0.5 cent per
ton-kilometer for hauls of 2,000 km and sbove, much rock was moved
comparatively short distances from mines to port or to plant, thus
holding the average length of haul down to 372 km. Waterways serving
the US phosphate industry generslly are navigable the year sround.

US rates on genersl chemicals, which are a basic
industrial ingredient, have been set for s longer average length of
haul than the other commodities in this group (the average was
1,349 km in 1955), and Soviet rates appear to reflect a long-haul
requirement also, although the average length of haul for 1955 has
not been announced. For the greater distances, both rates level out
at close to 1 cent per ton-kilometer. Soviet chemicals character-
istically are moved long distances because the deposits are scat-
tered, but association of end products makes it likely that centers
of chemical industries will develop. Short-distance movement in
these centers is often accomplished by pipeline and sometimes by
belt transmission. On items unsulted to either pipeline or belt
transmission, shipment by rail is frequently preferred to road
trucking because of lower risk and greater capacity, and fairly high
short-haul rates can be gbsorbed without unduly raising the cost of
the finished product. There probably is less of a requirement for
this type of movement in the USSR than in the US because of Soviet
centralized advance planning of chemical centers to avoid it.

For all of these products, like those in the first
group, it should be noted that the US rates applicable to average
lengths of haul are well above the minimum rates charged for longer
distances. In the two instances in which the Soviet average length
of haul has been reported (for cement and for gravel and sand), the
rate comes very close to falling at the low point of the scale.
Here, then, are instances where the Soviet tariff has been set to
restrict the length of haul, and it seems to be doing so.

b. Medium-Value Bulk Commodities

Four freight items selected from Soviet and US rate
schedules as being representative of the general category of medium-
value bulk commodities are wheat, potatoes, soybean oil, and newsprint
paper. The respective rate patterns of these commodities are shown in
Figure 5,%%

* The 1952 Soviet average length of haul for mineral fertilizers, in-
cluding apatite, was 1,422 im. L8/
*¥ Following p. 20.
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) The striking similarity of all four charts is immedi-
ately apparent. Not only are the patterns for both countries about
the same in all cases, but the levels on the average also are nearly
alike. Thus the relationship of the patterns for the two countries
remains fairly constant. The US rates in each instance appear to be
higher than the Soviet rates for the medium distances but taper down
close to or below them on the longer hauls. According to a Soviet
source, Eg/ grain and oilseeds are transported at a figure very close
to prorated costs under the present tariff at the middle distances,
whereas at the shorter and longer distances a fair profit is shown.

The Soviet average length of haul in 1954 is avail-
able only for wheat, where at 950 km it is well along in the lowest
rate level. There apparently is no outer limit of normal movement on
wheat, a fact that may be explained by the long distance that wheat
must be shipped in order to reach the Soviet Far East, a major deficit
area. In the US the average length of haul for wheat (523 km) is at
a point on the rate curve well above the long-haul minimum, reflecting
an effort to cover costs and an ability to meet medium-distance com-
petition.

On potatoes a rate increase beyond the limit of normal
movement affects the Soviet rate at distances in excess of TOO km,
whereas the US rate declines steadily and crosses the comparable Soviet
rate at 3,000 km. Here it may be said that the US rate has been pur-
posely set low to enable potato-growing regions located at long dis-
tances from consuming centers to compete with truck crop procducers
near the large cities. 29/ The effect of such a tariff is shown in the
extended US average length of haul, which was 1,942 km in 1955. In the
USSR, on the other hand, the intent apparently is to limit the market-
ing radius to 700 km, although, under the Soviet system of planning, a
surplus in one area may be shipped to a deficit ares, in this instance
quite cheaply. Even at 1,942 km, the Soviet rate is about one-third
lower than the US rate.

Another commodity that fits into this category and has
a similar rate pattern and level for both the USSR and the US is manu-
factured iron and steel (see Figure 6%). Here the US rate is about
double the Soviet rate at the mlddle distances, which are prevalent in
the US (a 600-km average length of haul in 1955). The Soviet rate
reaches its bottom level (0.7 cent per ton-kilometer) at approximstely
1,000 km, Jjust short of the average length of haul (1,055 km), and does
not incur an increase for any longer distances. The US rate declines
slowly, reaching the Soviet long-distance level at about 4,500 km.

% Tollowing p. 22,
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c. Low-Value Manufactured and Processed Goods

Agricultural equipment, machinery, vehicle parts, and
refined sugar are the commodlities selected from the Soviet and US
rate schedules for a comparison of rates in the field of low-value
manufactured and processed goods (see Figure 7*). Disregarding sugar
for the moment, the patterns and levels for the other three items are
quite similar. The Soviet rates level off at 1,000 km at a rate of
1.5 cents per ton-kilometer and do not involve an increase for move-
ments beyond the limit of normal haul. The US rates, which cease to
taper off to any extent at about 2,000 km (1,250 km for vehicle parts),
end on a long-distance level of between 2 cents and 2.25 cents per
ton-kilometer. The US rate curves slope more gradually than the Soviet
curves, allowing for more profitability at the middle distances. With
these commecdities, however, the US average lengths of haul in 1955
were between 1,000 and 1,400 km. No Soviet average lengths of haul are
available.

Sugar shows an interesting contrast of patterns not
present in the other charts. The Soviet rate tapers off sharply from
its short-distance level of about 4 cents per ton-kilometer to close
to its minimum of 1.8 cents at 500 km. No increase is indicated for
longer distances, but the long-distance level of 1.8 cents in itself
appears to be high for a low-value processed commodity that can be
loaded so compactly as sugar. Sugar, being primarily a consumer item,
seems to have offered an opportunity for the use of a comparatively
high long-distance rate to contribute to the over-all net earnings of
the railroads. Actually, application of this rate would scarcely be
felt by consumers in a retail price of between $2.00 and $4.00 per
kilogram, which includes a stiff {turnover tax. 2&/ The US freight
rate on sugar is difficult to plot in the 100-km-to-400-km zone be-
cause the samples are not consistent. The rate probably exceeds that
of the USSR in this distance span, but at 500 km it is below 1.8 cents,
and at its average length of haul (819 km) it tapers down to about
1.5 cents. The samples from there on out are consistent, and at
3,450 km a rate of 0.65 cent is recorded. Thus US rallroads are meking
a strong effort to hold the movement of sugar in the face of competi-
tion from water and truck transport.

d. High-Value Manufactured and Processed Goods

Items selected from the Soviet and US railrocad tariff
lists to illustrate rate patterns on high-value manufactured and pro-
cessed goods are fresh meat, cotton cloth, crude rubber, and assembled

¥ Following p. 22.
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motor trucks. TFlgure 8% shows the comparative rate schemes of each
of these items of merchandise.

On two of the items, it will be noted, the Soviet
rate curves behave in much the same manner as in the case of sugar --
that is, the curves level off at comparatively short distances and
at high prices. Both cotton cloth and crude rubber level off near
3.8 cents per ton-kilometer at well under 1,000 km. This type of
rate curve suggests almost a stralght ton-kilometer charge, with in-
creases added only to cover terminal charges at the shorter distances.
It would not be unreasonable to expect that cotton cloth, an item
close to the consumer, would receive a high rate, but there 1s good
reason to question why rubber, mainly used for tires and Insulation,
would be treated in this manner. Both items require clean, water-
tight cars. Rubber is believed to have moved long distances in the
USSR in the recent past, and at this freight rate it should consider-
ably more than pay its way. In the US the rate curves for cotton
cloth and rubber are similar, being at higher levels than the Soviet
rates in the 50-km-to-200-km zone and then curving below them to a
slow taper that ends at less than 1.5 cents per ton-kilometer at long
distances. The effect of competing types of transportation is re-
flected here. Average lengths of heul in 1955 (1,395 km for cloth and
1,238 km for rubber) were well down toward the bottom level of the
rate curve.

On fresh meat the Soviet rate, somewhat surprisingly,
shows up to be relatively lower than the US rate all along the line.
Here again, a rigidly level rate for all distances above 250 km is
evident in the Soviet pattern. Extra charges, however, such as those
for cleaning and icing of cars and for weighing, checking, and in-
specting cargoes -~ services that are normally included in the Us
rate -- are assessed in the USSR. These charges would amount to an
average of about 0.5 cent per ton-kilometer, with many variations
owing to distance, season, and type of car, which would bring the two
rate levels close together again. 52/

On assembled motor trucks the US rate appears to be
relatively higher than the Soviet rate at all distances. TFor trucks
being shipped out of manufacturing, rebuilding, or repair establish-
ments, however, an arbitrary of 50 percent would have to be added to
the Soviet rates for all distances of less than 300 km. 2;/ This
penalty would bring the Soviet rate up to a level more nearly equal to
that of the US rate at the shorter distances. The objective appears
to be to force vehicle driveaways to points of delivery near the plants.
There are at present so many driveaways in the US, and vehicle assembly

* TFollowing p. 24,
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plants are so well dispersed, that the importance of this type of
traffic to US railroads is small. The lower US rate for parts, more-
over, encourages the delivery of parts and subassemblies to assembly
plants scattered throughout the country. With its numerous rebuild-
ing and repair establlshments, the USSR has developed a modified
version of the same procedure, but the long-haul movement in the USSR
is of greater significance in proportion to production than is the
case in the US, and the Soviet attempt to salvage used parts is prob-
ably more efficient.

Other consumer goods on which high rates are charged
(and on which high turnover taxes are assessed) are clothes, shoes,
bakery products, and tobacco.

IV. Comparison of Soviet Railroad Freight Rates with Rates Applicable
to Other Types of Inland Transport

A. General Considerations

The Soviet policy to date of giving priority to rail trsnsport
over other types of transportation is reflected in the far greater
relative weight of railroad traffic in the composition of all traffic
moved in the USSR compared with similar traffic in the US. In the US
the official policy has been to foster the development of sll types of
modern transportation into a system that will serve adequately the
transportation needs of the country. Table 3% indicates how the move-
ment of freight tonnage was distributed within the two countries in
1955,6a year that may be regarded as representative of the decade
1950-60

The Soviet railroad tariff, which applies to such a large
portion of the traffic moved, provides a natural base on which rate
systems for the less developed types of transportation can be built,
dependent on attendant costs, capabilities, and programs. In instances
where it is desired to divert traffic from the railroads to other types
of transportation and where the railroad tariff is such as to compete
with the costs of the alternate type of movement, differentials and
penalties are introduced to bring about the desired result.** The tar-
iffs thus are used as an instrument for preserving the noncompetitive,
meximum-usage aspect of Soviet transportation.

* Table 3 follows on p. 25.

** In spite of the seemingly cheap transportation offered by the numer-
ous Soviet inland waterways, there appears to be a lack of enthusiasm
among "customers" for this type of transportation. That inland water-
ways can operate only for limited seasons in many parts of the USSR is
a partial drawback. Nevertheless, much space in Soviet publications

is devoted to propagandizing the potentials, advantages, and economies
of Boviet inland water transport.
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Table 3

Comparison of Ton-Kilometer Performance in Inland Freight Traffic
in the USSR and the US, by Type of Carrier a/

1955 j
USSR UsS 5
Billion Billion
Type of Carrier Ton-Kilometers E/ Percent Ton-Kilometers Percent
Railroads 970.9 88.6 955.7 ¢/ L7.6
Inland waterways 67.4 6.2 316.1 &/ 15.7
Motor vehicles ho,5 3.9 438.6 ¢/ = 21.9
Petroleum pipe-

lines 1h.7 1.3 296.6 d/ 14.8
Total 1,095.5 100.0 2,007.0 100.0

a. Not including coastwise or intercoastal maritime cargo movement
for either country.

b. 5/

C. ig/. Figures have been converted to metric ton-kilometers.

d. 56/. Figures have been converted to metric ton-kilometers.

e: This figure was computed as follows: US truck-miles on rural
roads in 1955 amounted to 70,486 million and on city streets to

40,901 million, EI/ a total of 111,387 million. Short-ton-miles of
freight moved on rural roads only in 1955 came to 190.1 billion. §§/
No figure is available for short-ton-miles of freight moved on city
streets. The weighted average load for rural truck movements derived
from the corresponding mileages is 2.697 short-ton-miles. By applying
this average to the total truck mileage, a figure of 300.4 billion
short-ton-miles is obtained, which equates to 438.6 billion metric
ton-kilometers. It is recognized that the true average intracity
load may be at variance with the average load on rural roads, but the
error is minimized by the greater amount of distance traveled on rural
roads.

In the US the various tariff systems have been built up
from different bases but always give consideration to the mover with
the lowest costs, depending on the route, the commodity, and opera-
tional factors. It is assumed that no carrier, in an effort to meet
competition, will quote rates as low as out-of-pocket costs, but
certain carriers, particularly those with heavy overhead expenses or
empty movements, may offer rates that do not include a proportionate
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share of maintenance, depreciation, and general expenses. Because of
this type of competition, freight movement tends to shift from one
method of transportation to another, and managements are obliged to
watch costs very closely, making use of every opportunity to effect
economies and increase efficiency. At the present time, because the
total supply of transport equipment and facilities is more than ade-
quate to cope with demand, US routes and facilities with higher costs
are experiencing a series of shutdowns and abandonments of a type not
yet encountered in the USER.

Pipelines are worthy of special mention in this connection.
In the US these facilities have developed rapidly because of compara-
tively low operating costs. There was added stimulation to their
growth during the early part of World War II when coastal tanker ship-
ments were interrupted. Following the war, with the resumption of
cheaper tanker service, some of the largest pipelines were in due
course converted from movement of petroleum to conveyance of natural
gas.

In the USSR, petroleum formerly moved in large amounts in a
northward direction up the rivers that flow into the Caspian and
Black Seas, but in recent years the bulk of the internal petroleum
movement has been on the railroads. The development of the Ural-
Volga oilfields and the industrial expansion of Siberia have brought
about a requirement for east-west petroleum movement that the water-
ways cannot provide. This demand has been instrumental in bringing
about the intensive pipeline construction program undervway at present.

B. Inland Water Transport

1. Soviet Inland Water Rates

The present inland water freight tariff in the USSR is
specified in an official tariff handbook 22/ and became effective on
1 January 1957. (For a sample page of the inland water freight tariff,
see Figure 9.%) This tariff represents the first complete revision of
the inland water transport rate structure in the USSR since 1940, Be-
tween these dates the rate levels had changed, but the basic structure
remained substantiaslly the same. A comparison of the 1957 manusl with
a previous handbook (1952, with revisions) appeared in the Soviet
press, but the earlier handbook is not avallable. Part of its contents
were given in a rate summary issued for the use of Soviet construction
projects in 1956, 60/ thus making possible a reasonably accurate de-
scription of the relation between the 1952 and 1957 tariffs.

¥ Following p. 26.
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USSR: Sample Page of Inland Water Tariff of 1957

Cxembl 69—76 kM 1301—1700
1 B py6. uxon salm 3
2 |CKOpOCTL 1 MapTHOM- - o
g HOCTb NepeBO3KH 1301--1350 | 1351—1400 | 1401—1450 | 1451—15C0 | 1501—1600 | 1601—1700 ;

| l
65 I'pysoasn . . . 26—10 26—60 27—10 27—60 28—80 30—60 69
69 Boabwaa . . 31—60 32—20 32—80 33—40 34—80 37—00 69

69 Ornpasku no 1 m 37—90 38—60 39—30 40—00 41—70 44—40 69
69 OTmpaBkM  CcBHILIE

lmo5m . . . 34—70  35—40  36—00  36—70  38—30  40—70 69
70 Tpysosaa . . . 17—40 17—70  18—10  18—40 19—20  20—40 70
70 Boabwas . 21—10  21—50  21—90  922—30  23—20  24—70 70

70 Ornpasku mo | m 25—30  25—70  26—20  26—70  27—80  29—70 70
70 OrnpaBku  CBHIUe

loaobm . . . 23—20 23—60 24—00 24—580 25—50 27—20 70
70,a I'pysoBast . . . 8—60 8—80 8—90 9—10 9—50 10—10 70a
70, Bonpmwas . . . 10—40 10—60 - 10—80 11—00 11—50 12—20 70.a

70, OrnpaBgu go t m  12—50 12—70 13—00 13—20 13—80 14—70 70:a
70,a OtnpaBgy cBRILIE

lpobs5m . . . 11-50 1170 1190 12—10 12—60 13—40 70.a
7t I'pysopas . . . 23—60 24—40 25—10 25—80 27—00 28—50 71
71 Bompmas . . 28—50 29—40 30—40 31-30 32—70 34—50 71

71 Ornpaekx po 1 m  34—20 35—30 36—40 37—50 39—20 41—40 71
71 OtnpaBkH CBoIlIe

lmobsm . . . 31—40 32—40 33—40 34—40 35—90 37—90 71
72 IpysoBass . . . 15—70 16—20 16—70 17—20 18—0Q0 19—00 72
72 Bompuiass . . 19—00 19—60 20—20 20—90 2180 23—00 72

72 Ornpaskn o 1 m 2280 23—60 24—30 25—00 26—10 27—60 72
72 OTtnpaBKu CBHILE

lpobdm . . . 2090 21—60 22—30 22—90 23—90 25—30 72
73 Ipysopas . . . 36—00 37—40 38—80 40—10 42—20 44—90 73
73 Dogbwmas . 43—60 45-—30 46—90 48—60 51—00 51—30 73

73 OrtnpaBsgu 1o { m 52—30 54—30 56—30 58—30 61—20 65—20 73
73 OrtopaBkKu CBbIIIE

lpobm . . . 4800 49—-80 51—60 53—40 56—10 59—-70 73
74 I'pysosag . . 29--90 31—00 32—20 33--30 35—00 37--30 74
74 Doapwaa . . 36—20 37—60 38—90 40—30 42—30 45--10 74

74 Ornpasxu no 1 m 4340 45—10 46—70 48—30 50—80 54--10 74
74 OTnpabkm cBHILlE

lpodm . . . 39—80 4130 4280 4430 46—60 19—60 74
75 I'pysopas . . . 29—50 30—60 31—70 32—80 34-—40 36—60 75
75 Boabuas . . 35—70 37—00 38—30 39—60 41—60 4420 75

75 Oruapasku j0 1 m 42—80 44—40 46—00 47—60 49—90 53—10 75
75 OTtopabku  cBblue

laodsm . . . 39-30 40—70 4220 43—60 45—80 48—70 75
76 I'pysopass . . . 21—70 22—50 23—30 24—10 25—30 26—90 76
76 bBosbwas . . 26—30 27-—20 28—20 29—20 30—60 32—60 7

76 OrnpaBku jo | m  31—50 32—70 33—90 35—-00 36—80 39—10 76
76 OrnpaBKH CBHILIE
lpobm . . . 28—90 30—00 31—00 32—10 33—70 35—80 76

This is a typical page from the dry-cargo section of the Soviet internal waterways
tariff of 1 January 1957. The extreme left-hand and right-hand columns contain the
numbers of the schemes or class-rate patterns in numerical order, with each class-rate
pattern repeated four times for the variants shown in the second column from the left.
These variants consist of slow or freight shipments, express shipments, small shipments
up through 1 ton, and shipments of more than 1 ton through 5 tons. Charges, ex-
pressed in rubles and kopecks per ton of goods moved, are presented in a series of col-
umns, each representing a zonal length of haul. The zones vary from 50 km and less
up t0 4,901-5,000 km. To obtain the average unit rate per ton-kilometer, it is necessary
to divide the charges by the length of haul (when known) or, for theoretical purposes,
by the midpoint of the zone. In other portions of the tariff, individual commedities
and commodity groups are indexed to. the appropriate rate pattern, including basic,
exceptional, and penalty rates.

28420 2-60
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In the handbook of river transport rates effective from
1 January 1952 through 31 December 1956, there were 26 basic rate
classes or "patterns." Class No. 26 carried the lowest rates and
Class No. 1 the highest. There was & 20-percent difference between
successive rate patterns -- that is, No. 25 was 20 percent higher
. than No. 26, No. 2l was 20 percent higher than No. 25, and so on.
These rate classes were used for all cargoes transported in vessels
of the Ministry of the River Fleet of the USBR.

The rate classes consilsted of specific charges per ton
for each of a number of distance zones. 7ones for lengths of haul
up to 100 km were of 10 km each. For hauls of more than 100 km the
zones gradually were increased in size up to 100 km for all hauls of
more than 1,000 km.

In the 1952 handbook, all of the separate inland water-
ways navigated by the former Ministry of the River Fleet were grouped
into five different "olassifications." This grouplng meant that for
each commodity there were in most cases five pertinent rate classes,
one for each of the five waterway groups. In addition, for many
commodities, additional rate classes were used to provide exception
rates. Further variations were added providing arbitrary increases
where necessary to meet extra coste. ¥

In addition to the o6 rate classes for cargo carried in
vessels, there were a number of rate classes for towing log rafts on
various waterways. Timber is a very important component of Soviet
river commerce. Rafted logs constituted more than 40 percent of the
total tonnage hauled by the former Ministry of the River Fleet. 61/

The new structure of inland water transport rates, vhich
became effective on 1 January 1957, was designed chiefly to remedy &
number of conditions that were regarded as unecceptable, including
the following:

¥ Por example, in the case of coal shipments, rate class No. 20 ap-
plied to waterways in Classification I; rate class No. 17, to water-
ways in Classification II; rate class No. 15, to waterways in Classi-
fication III; rate class No. 1k, to waterways in Classification IV;
and rate class No. 13, to waterways in Classification V, except for
certain specified waterways to which other rate classes applied. In
the case of coal the exceptions provided four additional rate classes,
Nos. 16, 18, 19, and 22. In additiom, three of the five waterway
"al1gssifications™ specified that on certain enumerated difficult
waterways or stretches in the classification the applicable rate class
was to be increased by a given percent (50, 100, 200, or 300 percent).
This rule, in effect, added several more rate classes.

- 27 -
¢-0-N-F-I-D-E-N-T-I-A-L

Approved For Release 1999/09/27 : CIA-RDP79S01046A000700120001-1




Approved For Release 1999/09/27 : CIA-RDP79S01046A000700120001-1
C-0-N-F-I-D-E-N-T-T-A-L

a. River tariffs for dry cargoes in some regions on
routes also served by railroads were higher than prevailing railroad
rates (before open-season penalties).

b, Tariffs were higher on the tributaries of some
rivers than on the main rivers. There were glso ineguities in
tariffs on the rivers themselves,

c. Omall-lot cargoes were not penalized by higher
rates as they were in the railroad tariff structure.

d. There was no consistency in the ratios between
costs and rates. Some rates were as little as 26 percent of costs,
while others (in the cases of rafted timber and POL) ran as high as
150 and 270 percent. Rates were almost equal to costs on voyages of
medium length along some routes, whereas they were considerably lower
than costs on both long and short voyages.

The new 1957 tariff consists of 50 classes of dry cargo
rates called "patterns" or "schemes, " 68 classes of exceptional
rates, 15 classes of liquid cargo rates, and 12 classes of rates for
the towing of timber in rafts, along with rules for the application
of extra charges, penalties, and exceptions. These classes replace
the 26 rate classes used in the 1952 handbook. The patterns are
numbered from the lowest rate to the highest. (This order conforms
to the order in the highway tariff and is the opposite of the order
in the earlier waterway handbock, in which the cheapest rate class
had the highest number.) Bach class of dry cargo rates provides
specific charges per ton, four entries for each length of haul zone.
These four entries are for different sizes and speeds of shipment --
one a bulk rate for slow or "freight" speed; one for full speed; one
for shipments of 1 to 5 tons, speed not specified; and one for ship-
ments of less than 1 ton, speed not specified. Bulk rates per ton-
kilometer at full speed are about 20 percent higher than bulk rates
at freight speed, whereas the rates for shipments of 1 to 5 tons are
about 10 percent higher still, and the rates for shipments of less
than 1 ton are 10 percent more. The differential by which each rate
class exceeds the previous one varies somewhat but averages about
10 percent instead of the differential of 20 percent in the 1952
handbook. The appropriate rate pattern is assigned to each commodity
and steamship line by means of an index of 76 groupings, within each
of which are several subgroupings.

In addition to the rates mentioned above, there are 12
special tariffs in the 1957 handbook for towed floating cargoes of
rafted timber. These tariffs are given for movement of cubic meters
instead of metric tons, and the schemes are designed for different
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gizes of rafts, the lowest tariff being applicable to rafts of 10,000
cubic meters or more, with steps up to a much higher rate for rafts
of 2,500 cubic meters or less., Upstream towlng of timber rafts is
covered in the two schemes calling for the highest rates, the greater
of the two being particularly severe.

The 68 classes of exception rates for inland water trans-
port in the USSR are grouped under two important categories that
apply to shipments between ports also connected by railroad. One
category is for through water traffic, and the other category is for
the water part of the haul in combined through rall and water traffic.
The rates are computed at a given percent below the railroad rate per
ton for the shortest distance between the ports, rail or water¥® --
that is, 10 to 20 percent below the railroad rate in the case of
strictly water traffic and 20 to 50 percent below the reilroad rate
for combined through rall and water traffic. (The railroad rate used
as & base is the winter or closed-season rate -- that is, the rate
without the addition of the penalty for rail shipment parallel to
waterways during the navigation season.) By way of comparison, under
the earlier inland water tariff gtructure there was an exception rate
for combined rail and water traffic that applied to the water part
of the trip and was valid in most of the important waterways of the
European USSR, but this rate was only two classes cheaper than the _
usual water rate and could conceivably have exceeded the railroad rate
if the waterway followed an indirect or serpentine course.

The 15 liquid cargo classes give 2 rates only for each
distance zone, both for bulk movement, one being for freight speed and
the other for full speed. The full-speed rate is uniformly 20 percent
higher than the freight-speed rate (allowance being made for rounding
out each amount to tens of kopecks, as is done throughout the tariff).

Zones are given up to a distance of 5,000 km. The lowest
zone is zero to 50 km, from which point the zones up to 100 km are
10 km each. From 100 to 300 km the zones are 20 km each; from 300 to
600 km, 30 km; from 600 to 1,000 km, 40 ¥m; and from 1,000 to 1,500 km,
50 km. From 1,500 to 5,000 km, 100-km zones are used. Instead of
classifying the inland waterways in groups as in the earlier rate
regulations, however, the new regulations classify the steamship lines
in eight groups. (This grouping has much the same effect, but tariff
calculations are simplified.) Rates per ton-kilometer are not quoted
in the tariff, and hence rate curves must be based on computations.
Such rate curves have been worked out for a few commodities in two
groupings, bulk commodities and consumer goods. These rates are shown
in Figures 10%¥ and 11. %%

¥ See 2, p. 30, below.
#** TFollowing p. 30.
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2. Comparison with Rates in the US

In the US, inland water transport rates are formulated by
the individual carriers and carrier associations. Although some
carriers are required to file their rates with the ICC, most of the
cargo moved on inland waterways in the US is hauled by carriers that
are exempt from the rate-filing requirement. The exempt carriers in-
clude contract carriers of bulk cargo in the Great Lakes trade as well
as both contract and common carriers on inland waterways other than
the Great Lakes, provided that no more than three commodities sgre
hauled. 1In addition, there are the Private carriers (concerns hauling
their own raw materials or products) that are totally unregulated.
Intrastate water carriers alsc are exempt. ég/

Even the regulated carriers in the US have wide latitude
in establishing freight rates. The authority of the ICC extends only
to setting minimum and maximum rates for the common carriers under its
Jurisdiction and minimum rates for the contract carriers. 63/ Further-
more, the rate-setting authority of the ICC is infrequently exercised.
A rate proposed by an individual carrier or carrier association is
usually on file for a short Period, after which it becomes effective
if no one protests it. :

As a result of this absence of regulation, US inland water
freight rates vary and fluctuate depending on costs and competition,
especially as applied to contract carriers. In addition, a consider-
able tonnage of water-borne cargo is moved by private carriers and does
not involve any computation of rates at all. Consequently, it is im-
Possible to obtain average rates per short-ton-mile for Individual com-
modities moving on inland waterways of the US. Nor is there any sam-
Pling of river freight similar to the ICC l-percent sample of railroad
waybills used in the railroad section of this research aid from which
average revenues per short-ton-mile can be obtained. Instead of average
rates or revenues, therefore, it has been necessary to use samples of
rates charged by individual companies and, where a large share of the
traffic is moved by private carriers, to consider costs. These data
are scattered in records of individual companies in different cities
of the US. Some rates are filed with the ICC, but, for the most im-
portant bulk freights, many are not. No rates are filed for bulk
shipments of iron ore on the Great Lakes or for Petroleum and its
Products on the Mississippl River, for example, even though, based
on 1955 statistics, 99 Percent of the tonnage of iron ore in us
domestic inland water traffic moves on the Great Lakes and 32 percent
of all gasoline traffic moves on the Mississippi River, from Minneap-
olis to its mouth. 6k/
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Tn the US, tonnage rates are quoted from one specific port
to another rather than for distence zones as in the USSR. Rates Tor
two different hauls of approximately the same length are often differ-
ent becsuse costs depend not only on distance but also on existing
port facilities, lay days, navigation hazards, and so on. In addition,
rates are affected by varying competitive conditions. Therefore, con-
version of actual charges between specific ports to rates per short-
ton-mile for corresponding water distances may produce variations.

Inland water transport in both the USSR and the US is
organized to meet requirements that differ in many respects because
of dissimilarities in geography, weather, and natural resources in
addition to philosophy of national economic planning. The rate struc-
tures, as in the case of railroad tariffs, have been constructed from
different angles of approach. That of the USSR has been superimposed
by authority of the central government as the result of centralized
research and planning, and that of the US has developed Over a period
of years on the basis of demand for service, competition, costs, and
experience. The two marketing systems, the former institutionalized
and designed to effect transport limitations and economies and the
latter operating in private hands with regulations intended to expand
marketing areas and with considerably less attention given to economy
of movement, have nevertheless encountered a number of similar cost
problems that in due time have had corresponding effects on tariffs.

An attempt has been made to compare Soviet and US rates
for four importasnt bulk commodities -- coal, gasoline, lumber, and
iron ore. Of a total of 547.4 million short tons of domestic cargo
shipped on US inland waterways (including the Great Lakes) in 1955,
coal made up 131.5 million short tons, or 24,0 percent; gasoline,
43.1 million short toms, or 7.9 percent (all petroleum and petroleum
products totaled 130.7 million short tons, or 23.9 percent); lumber
and shingles, 1.2 million short tons, or 0.2 percent; and iron ore,
89.5 million short tomns, oOr 16.4 percent. 65/

River transport in the USSR carried 139.1 million tons of
cargo in 1955. éé/ Although exact data are not available on the ton-
nages of lumber and iron ore carried, there are some rough estimates
indicating order of magnitude. Coal constituted 8.7 million tons,
or 6.3 percent of the total, and crude petroleum and products, about
13.9 million tons, or 10.0 percent. 67/ Wood transported in ships
(rather than rafts) is estimated to heve amounted to 11.5 million tons,
or 8.3 percent, é@/ and iron ore is believed to have amounted to less
than 2 million tons. Rafted logs are the class of cargo with the
grestest share of tonnage on Soviet waterways. As stated above, logs
constitute more than 40 percent of the total (see p. 27, above) and
are estimated to have been about 56 million tons in 1955. §2/ Rafted
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logs constituted 18.7 million short tons in the US in 1955, or 3.4 per-
cent of the total US domestic inland water tonnage.

Before broceeding to the consideration of specific rates,
it should be stated that among the different river navigation companies
those on the Volga generally are assigned the lowest rate patterns* and

northward and eastward. The Lena and the Pechora lines charge the
highest rates. The Amur tends to be the exception, with most of its
rate patterns midway between the two extremes. For comparative pur-
poses in the sections that follow, the Volga rates are used.

a. Coal

Under the Soviet tariff existing in 1956 and earlier,
there were nine different rate patterns that applied to coal, excluding
arbitraries and extra charges. ZQ/ Table 4¥* shows only those patterns
which applied to the upper Dnieper and Volga Rivers and were the two
lowest. Table 4 also shows the reduced rates for hauls between ports
having interconnecting rail service in combined through rail and water
traffic.

The new 1957 tariff employs six regular and two ex-
ceptional rate patterns for coal. The six regular schemes apply to six
different groups of river navigation systems. . The exceptional schemes
are (1) for all water movement paralleling a rail haul and (2) for the
water portion of a combined rail -water route. Table 4 shows the base
rate and the two exceptional rates at various distances corresponding
to lengths of haul for which US rates were avallable.

: It will be observed that Soviet base rates were advanced
considerably in 1957 above those of the previous tariff, as were also
the combined rail-water rates. It will also be noted that US rates in
1957 were far below all Soviet rates up to the meximum distance for
which it was possible to obtain information.

The peculiarity of the rate for all water movement
parallel to a rail haul eXceeding the base rate at distances of 800 km
and above ig readily explainable only by the fact that the exception
rate applies uniformly to all river systems. When compared with the
tariff for the Volge and Dneiper Rivers (the lowest in the USSR), it
is portrayed in its poorest light. Logically, the lower of the two
tariffs would govern in any instance where either could be applied
unless an arbitrary increase is involved. The theory on which this

* Rates on the Yenisey River are lowest on towed timber rafts.
*¥ Table L follows on p. 33.
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type of rate is based is essentially a differential on the normsl
(without penalty) railroasd rate. Examples of this rate pattern for
coal show that the charges are 85 percent of the railroad charge
for the shorter of the distances between two points, rail or water.

As in the USSR, inland water transport rates for coal
in the US vary with the waterway. Unlike the Soviet rates, they
depend on competition and certain other factors. 1In the US, rates
are quoted for hauls between specific river ports rather than for
mileages, and rates for two hauls of the same length are often not
the same. Some coal rates are filed with the ICC, but most coal is
moved by carriers not subject to ICC regulation. Zé/ The US rates
shown in Table 4** are rates filed with the ICC by certain Mississippl
River System carriers for coal originating at Browvnsville, Pennsyl-
vania, on the Monongahela River and at Huntington, West Virginia, on
the Ohio River, both sources of heavy coal traffic in the US.

The tendency of the inland water transport rates for
coal to start high and taper off is noticeable in both the USSR and
the US, with the US rate sample flattening out at about 850 km and the
Soviet rates continuing to decline very slightly to their extreme
limit of 5,000 km. Moreover, the rates appear to be a little lower
than reilroad rates all along the line. The cited US rates vary from
30 to 82 percent of present Soviet rates, the previous low Soviet in-
land water transport rates having been abandoned. Evidently the USSR
is counting on the penalty railroad rates to make the new differentisl
rates effective,

b. Gasoline

Representative Soviet and US rates for gasoline are
compared in Table 6, %% Volga River rates have been used for the USSR,
and Mississippi River rates for the US. It is apparent from the fig-
ures that the Volga River rates were cut by almost two-thirds in 1957,
but the Mississippi River rates for gasoline were still from 77 to
82 percent lower then their Soviet counterparts. According to 1955
data, the Volga River carried 79.2 percent of the tonnage of bulk
petroleum on Soviet rivers. Zé/ In the US, 27 percent of the tonnage
of petroleum and its products shipped on inland waterways in 1955
moved on the Mississippi River, below Minneapolis. 77/

* Teble 5 follows on p. 35.
** P. 33, above.
*¥%* Table 6 follows on p. 36.
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Some idea of the cost of hauling petroleum on Soviet
inland vaterways may be obtalned from a statement that revenues under
the 1952 tariff were 270 percent of costs. This figure in conjunction
with available information on rates for gasoline, kerosine, and other
products §g/ gives a cost indication of between 0.4 and 0.5 cents per
ton-kilometer in the 900-km-toel,000-km zone. Thus the new rates are
8till more than compensatory. A typical cost for a US tow moving a
similar distance would, on the basis of company information, 83/ be
0.145 cent per ton-kilometer. The Soviet cost for all POL movement,
therefore, would be about three times the US cost of moving gasoline
in tows on inland waterways. The Soviet figures used in this compu-~
tation are admittedly vague, and a margin of error of as much as
25 percent 1s possible.

¢, Iron Ore

Available Soviet and US data on costs and rates for
iron ore are compared in Table T.* Costs of a private US company
hauling its own iron ore on the Great Lakes in 1957 are compared with
the different Soviet rates for iron ore for the same year and with
average revenues and costs per ton-kllometer for ores of all kinds on
the Volga River in 1954%. From the figures, the cited US costs appear
to have been less than half of the average Soviet revenues per ton-
kilometer in 195%, which in turn were far below Soviet costs. The
Soviet rates for 1957 are all much higher, running between 4 and 5
times the US costs. Unless Soviet costs have been reduced from their
1954 level, however, losses are still indicated, and further correc-
tions seem to be warranted.

It must be pointed out that whereas comparatively
little iron ore is moved on inland waterways in the USSR, probably
less than 2 million tons, the US movement was 8L million tons, or
16.4 percent of the total inland waterway tonnage in the US.

d. ILumber

In Table 8,% one US rate for hauling lumber on the
Columbia River is compared with similar Soviet lumber rates. The
Columbia River accounted for 21 percent of the total of 1,090,000 tons
of lumber and shingles hauled in 1955 on US inland waterways. Soviet
lumber loaedings, although not separated from loadings of other forms of
wood in Soviet announcements, probably were less than 4 million tons.
Only one rate i1s compared because long movements of lumber are not
made on the Columbia River. On this extremely short movement (89 km)*x*

¥ Table 7 follows on p. 38.
*¥%¥ Tgble 8 follows on p. 39.
*¥¥% Text continued on p. X0.
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the US rate is higher than the Soviet rate for a comparable distance
on the Volga and Kama Rivers in the USSR and also is slightly higher
than the Soviet planned cost in 1956 at this distance. Unless Soviet
costs have been reduced, revenue from lumber movement on the Volga is
far below cost. The 1957 rates have been doubled over the previous
rates but still appear to require further increases in order to be-
come compensatory. Costs probably would be nearly covered on longer
hauls.

Rates for towing timber in rafts on the Volga, Kams,
and other rivers are said to have been reduced 15 percent in the new
tariff. 93 These are among the lowest transportation rates in the
USSR, varying from 0.55 cent per cubic-meter-kilometer for small
rafts (2,500 cubic meters and less) on short hauls on the Volga and
other rivers in the western USSR to only 0.13 cent per cubic-meter-
kilometer for large rafts (10,000 cubic meters and above) on hauls of
1,500 km and longer. On the Yenisey the rates are even lower, prob-
ably to keep down costs on internal movement of timber for export.
For upstream hauling of timber in rafts, however, the rates are ex-
ceptionally high, running from 1.65 cents to 2.5 cents per cubic-
meter-kilometer on most rivers (the Volga is lower), and increasing
rather than decreasing with the length of the haul. Timber hauling
is stated to be one of the major sources of revenue for inland water
transport in the USSR.

e. Conclusions

The difficulty of comparing weighted costs and rates
on inland waterway transport in the USSR and the US on the basis of
present information may be seen from the preceding discussion. Be-
cause freight bills are not used on = large segment of US inland
water traffic and because Soviet rates bear such an uneven relation-
ship to costs (see Table 9%), costs rather than rates appear to be
the logical criterion for comparing the economics of inland water
movement in the two countries. US costs are far lower than Soviet
costs on the principal commodities moved in volume for which infor-
mation is available. On lumber, the sole exception, where the US
example involves a very short haul, costs are approximately equal.

One probable reason for the higher costs in the USSR
is the Soviet practice of charging off improvements of inland water-
ways against traffic moved, whereas shippers in the US obtain the
benefit of corresponding improvements by courtesy of the genersl
taxpayer. Soviet propaganda, nevertheless, has steadily been directed
toward emphasizing the advantages of inland water movement, and much

* Table 9 follows on p. 41.
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Table 9

Examples of Unprofitable Inland Water Transport Rates
for Bulk Cargo in the Central Basins of the USSR g/

1957 Plan
1957 Rates in Percent
Commod ity of Planned 1957 Costs
- Coal 98
Salt 86
Flour and groats 96
Salted fish 89
Cotton yarn 8L
Mineral fertilizers 83.5
Wood cargoes 80
Ore T4
Pig iron 67.5

a. 94/. The rates in this table presumebly are base rates
at frelght speeds only. ’

effort and expense apparently have gone into its promotion. A second
reason for the higher costs in the USSR is the long period of the year
when Soviet waterways are frozen and inactive. A third reason may be
tardiness in technical development, and a fourth may be higher fleet
maintensnce charges per revenue ton-kilometer because of conditions
encountered on the waterways themselves. US waterways on the whole
are better favored by geography, climate, and disposition of natural
resources than are Soviet waterways.

C. Highway Transport

1. Soviet Highway Transport Rates

The present highway freight tariff in the USSR is specified
in a tariff handbook 22/ that was issued by the Ministry of Automobile
Transport and Highways. Statistics in this handbook permit the esti-
mating of an average vehicular rate for each of the two categories of
motor carriers in the USSR, common carriers and ministerial carriers.
In 1955 the common carriers originated 452 million tons and performed
9,261 million tkm. 96/ The average length of haul was 20.5 km. 97/
Ministerial carriers originated 3,277 million tons and performed
33,239 million tkm at an average length of haul of only 10.1 km. 2§/
The average haul for the two together was 11.4% km. 22/

- 41 -
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There are four classes of vehicular freight in the USSR.
Class I consists of freight of sufficient density to utilize 100 per-
cent of the loading capacity of the vehicle; Class II, from 71 to
99 percent; Class IIL, 51 to TO percent; and Class IV, 50 percent or
less. The tariff for each class provides the charge for moving 1 ton
of freight a particular distance (see Figures 12% and 13¥). Various
items of freight are specified as to class in the official handbook,
and freight not mentioned in the handbook is automatically shipped
under the applicable rate for Class II freight. 100/ ILength~of-haul
rates per ton and per class of frelght for distances up to 20 km are
calculated on the basis of a l-km zone; for distances of 21 to 50 km,
on the basis of a 5-km zone; and for distances of 51 to 100 km, on the
basis of a 1O0-km zone. The rate per kilometer for 1 ton of Class I
freight shipped for a distance of 1 km is 2 rubles and 40 kopecks.
For a distance of 2 km the rate is 1 ruble and 48 kopecks per ton-
kilometer, or about 40 percent less. For a distance of 3 km, it is
1 ruble and 15 kopecks per ton-~kilometer, or about 50 percent less
than the rate for 1 km. For a distance of 5 km the rate per ton-
kilometer is 92 kopecks; for a distance of 10 km, 73 kopecks; and for
a distance of 15 km, 65 kopecks, or about 30 percent less than the
rate for 5 km. For an increase in the length of haul from 15 o
20 km the rate per ton~kilometer of Class I freight decreases from
65 kopecks to 60.75 kopecks, or by 6.5 percent. From here on, the
slope of the rate curve is increasingly mild. The curve levels
out completely at 100 km. 101/

The minimum revenue distance is 1 km =-- that 1s, ship-
ments for a distance of less than 1 km are charged the rate for 1 km,
When fractions of a kilometer occur in lengths of haul that exceed
1 km, no payment is made for fractions of less than 0.5 km. The pay-
ment for fractions of a kilometer amounting to 0.5 or more is c&l-
culated at the same rate as the next higher kilometer unit. An ex~
ception is made in the case of shipments by dump truck, where the
minimum revenue distance is 0.5 km. In this case the rate per ton
of dump-truck freight shipped for a distance of 0.5 km or less is
1 ruble and 80 kopecks.

A decrease of 10 percent is made in the rate for construc-

tion materials shipped in containers that allow the use of mechanical
equipment in the processes of loading and unloading. An increase of
10 percent in the rate is made for shipment in closed vans, tank
trucks, or insulasted truck bodies. The rate also is subject to in-
creases ranging from 5 to 60 percent where trucking is performed in
mountainous or very cold areas.

¥ Following p. k2.
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Figure 12
USSR: Sample Pages of Motor Vehicular Tariff of 1955
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8 625 7-80 10—45 12-50 [TAKCTaX € MeXaNM3HPOBANNON NMOrpy3KOH M pasrpyskolt Tapudias nnata
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These two pages contain virtually the entire means for computing basic shipping
charges under the Soviet vehicular tariff of 1 July 1965. (Exceptions and extra
charges appear separately on other pages.) The left-hand column gives lengths of haul
by kilometer up to 20 km and by zones of 5 to 10 km up to 100 km. The other four
columns quote the charges in rubles and kopecks per ton of goods shipped for each of
the four rate classes. The latter are based on the percentage of vehicle carrying capac-
ity utilized. For distances of above 100 km a formula giving a straight charge per ton
kilometer for each rate class appears at the bottom of the page. For shorter distances
the unit rate per ton kilometer is derived by dividing the charge by the distance. It
will be noted that the vehicular tariff is not concerned with commodities or commodity
groups as such but rather with relative efficiency in the utilization of loading capacity.
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For estimating purposes, 1f the rate for (Class ITI freight
(presumed to be the most typical vehicular rate in the USSR) is applied
to the average length of haul of 11.4 km for the motor carriers, the
average rate per ton-kilometer in 1955 would approximate 89 kopecks,
or 22.25 cents. The cost per ton-kilometer performed by Soviet motor
carriers was 19 cents. }Qg/ A net gain (accumulation) to the state of
3.25 cents per ton-kilometer is therefore indicated. On this basis,
income would be 17 percent above the cost of shipping by motor carrier.
Thus Soviet pricing policies result in a congiderable net gain to the
state for each ton-kilometer performed when the average length of haul
is 11.4% xm. TIf the length of haul should increase, it is probable
that the margin of profit would be even greater, because terminal and
empty-haul costs, by being spread out, would diminish more rapidly on
a ton-kilometer basis than would the Class II rate under the existing
(1955) tariff.

Motor vehicle rates in the USSR are prohibitively higher
than railroad rates for medium and long distances, but for distances
of 50 km or less they are competitive for many commodities. The rate

" curves for Soviet vehicles do not change soO abruptly as do those for
Soviet railroads at the shorter distances, because the Soviet motor
vehicle tariff is designed primarily to accommodate short-haul move-
ments. The railroad unit rates, on the other hand, are far higher for
short distances than for the longer hauls and in some important in-
stances are supplemented by arbitrary increases and penalties.

2. Comparison with Rates in the US

Total vehicular short-ton-miles in the US are reported and
published by the ICC for common carriers, for-hire carriers, and private
carriers in intercity traffic. In 1955 the figure was 226.2 billion
short-ton-miles. ¥ 595/ This total does not include short-ton-miles of
intracity or local movements but does contain a certain amount of ton-
mileage moved within city limits on intercity hauls. Revenue figures
corresponding to this total ton-mileage are not available, but on a seg-
ment comprising only Class I¥¥* common and contract intercity motor car-
riers the ICC receives and accumulates data on both freight revenue and
short-ton-miles. Thus it is possible to calculate an average ton-kilometer

¥ This figure was not used in computing the estimated share of the
total US internal transport handled by motor vehicles in 1955 (see
the footnote on p. 25, above), because, in omitting intracity move-
ment, it does not correspond to the Soviet total.

*¥¥% US motor carriers are divided into three classes, as follows:
Class I, having annual gross incomes of $200,000 or more; Class II,
from $50,000 to $199,999; and Class III, less than $50,000.

o143 -
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rate for all freight moved by these particular carriers. 104/ No compre -
hensive statistics are available for the movement of individual commodi-
ties, and no official sempling procedure has yet been used to ascertain
the relative effectiveness of individual rates. Moreover, no revenue
data for US intracity carriers engaged in local cartage and delivery,
construction activities, and the like are known to be kept.

For the US the average rates for Class I common and con-
tract intercity motor carriers together are representative as rates
for only about 29 percent of the total movement performed by all
categories of intercity carriers reporting to the ICC. 105 These
rates are derived from the operating statistics of 2,03 intercity
Class I common and contract motor carriers reporting revenue ton-miles
in 1955. Total and ton-kilometers amounted to 97,161 million and reve-
nue to $3,813 million, with an average rate per ton-kilometer of 3.924
cents. The average rate per ton-kilometer for common carriers only
was 3.971 cents. The average length of haul per ton for common car-
riers was 378 km; for contract carriers, 224 km; and for the two
taken together, 361 km. In the US in 1955, each ton-kilometer per-
formed by Class I intercity motor common carriers is reported to have
cost the carrier an average of 3.909 cents.* ;Qé/ This figure, how-
ever, is believed to stem from a total expense figure that included
costs of local movements for which revenues were not reported. The
indicated margin of profit of only 0,062 cent per ton-kilometer may
be unrealistically low, but the actual profit probably is not high.
Competition from private vehicular carriers¥* is the largest single
factor in holding down US rates to levels so close to cost. The
costs of private carriers can be kept low by numerous favorable fac-
tors, chief among them being ownership by businesses that make up and
control all shipments and, in the case of smaller truckers, the
ability to avoid dealing with high-cost labor. To some extent, basic
costs are not the primary consideration in the movement of goods by
private carrier. On the other hand, private carriers are not so well
situated as are common and contract carriers for the purpose of ob-
taining freight for return hauls.

A meaningful comparison of rates in the USSR and the US
is difficult to make owing to the lack of equivalent data for the two
countries. The closest comparison that can be made from the data
discussed i1s as follows. The tariff rate for Soviet Class IT motor
freight, 107/ if epplied to a length of haul of 378 km (which was
average for US Class I intercity common carriers in 1955 108/), would
be 45 kopecks (11.25 cents) per ton-kilometer, compared with the

*  Including depreciation and operating taxes.

¥¥ TIn this research aid a brivate highway carrier is defined as any
nongovernment carrier of frelght other than a common or a contract
carrier using the highways.
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rate of 3.97L centes for Class I intercity common carriers in the US
in 1955. 109/ Thus the Soviet rate would be 2.83 times as high per
ton~kilometer at the US average length of haul as was the US rate.
Whereas, in practice, there are only a few instances of hauls of this
length in the USSR, this comparison does bring out the extreme dif-
ference between the effect on rates of rigld regulation for the pur-
pose of economy and the effect of open competition under circumstances
of an sbundance of vehicles, low costs, and relatively low capital
requirements (as in US truck transportj. The rate level of private
vehicular carrilers is the critical factor in limiting the revenues

of highway transport in the US.

D. Pipeline Transport

1. BSoviet Costs

: The Ministry of the Petroleum Industry of the USSR, which
is responsible for production, distribution, and marketing of crude
and refined petroleum, also owns and operates the available petroleum
pipelines in that country. The pipeline system, therefore, operates
as a private carrier and is in no sense a common carrier offering its
services to shippers generally. For this reason, no rates for the
transportation of petroleum have been announced for the USSR, and no
rates are believed to exist. The only measure of the price paid for
the transportation of petroleum by pipeline in the USSR, therefore, is
the cost. :

A few announcements indicative of the level at which costs
may be running have become available. Minister of Railroads Beshchev
stated .in a speech of February 1955 that the average cost of trans-
porting petroleum products by pipeline was one-fourth to one-third the
cost of movement by rail. 110/ Based on stated railroad costs for the
distance of the average rail haul for gasoline in 1955 (1,309 km),
approximately 1 cent per ton-kilometer, 111/ the cost of moving gaso-
line this distance by pipeline would be 0.25 to 0.33 cent per ton-
kilometer. An East German publication stated that the cost of moving
petroleum (presumably crude oil) from Tuymazy to Irkutsk (k4,800 km)
by pipeline would be from one-seventh to one-sixth of rail transport
costs. 112/ 'The railroad tariff for moving crude oil this distance was
0.97 cent per ton-kilometer, and the cost was calculated to be about

. 0.9 cent. 113/ The pipeline cost thus would be 0.125 to 0.15 cent per
ton-kilometer for pipe of this size and for so long a dlstance. A
Moscow publication of June 1957 stated that rail transport of petro-
leum products from Subkhankulove to Omsk wes currently costing $13.40
per ton, whereas the pipeline cost was but $3.35, or one-fourth as
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much.* 114/ On a ton-kilometer basis the pipeline cost in this instance
works out to about 0.375 cent.

The foregoing figures may be checked by an announcement thet
Soviet pipelines are expected to perform the movement of 83 billion tkm of
petroleum and its products in 1960 at a saving of about $500 million in
comparison with moving this amount by reil. 112/ On the assumption from
published data of an average railroad cost in 1955 of 0.93 cent per ton-
kilometer, 116/ the indicated saving of 0.6 cent by use of pipelines would
leave a balance of 0.33 cent per ton-kilometer for average pipeline costs.

2. Comparison with Costs in the US

In the US the only statistics submitted to the ICC that can
be used to determine average revenues and costs per barrel-mile, and
hence per ton-kilometer, relate to interstate trunklines. Such lines
are common casrriers in that they move products of more than one com-
pany.*¥ For these carriers, operating revenues and expenses, barrel-
miles of crude o0il and refined petroleum products transported, and
number of barrels of crude and refined products originated are reported.

Of the total of 86 companies reporting to the ICC in 1955,
80 transported POL by trunk pipeline. Total transportation by trunk-
line amounted to ebout 221.1 billion tkm; trunkline revenues, to about
$558.1 million; and trunkline expenses, to $263.8 million. 117/ An
average revenue of 0.2525 cent and an average cost of 0.1194 cent per
ton-kilometer, covering both crude and refined petroleum together, are
derived from the above figures.

The total figures for trunkline revenues and expenses in
1955, as published by the ICC, were not subdivided according to reve-
nues or expenses pertaining to transportation of crude oil alone or
refined petroleum products alone, but 16 of the 86 companies reporting
to the ICC transported only crude oil, and 20 transported only refined
petroleum products. From the data of the 16 companies transporting
only crude oil by trunkline, a weighted average revenue of 0.1477 cent
and a cost of 0.0550 cent per ton-kilometer were derived. As for the
20 companies transporting only refined petroleum products by trunkline,
the revenue per ton-kilometer amounted to 0.4015 cent, and the cost
amounted to 0.1814 cent. 118/

Recently, two detailled studies of petroleum pipeline trans-
portation have become available, one Soviet and one US, which make
possible a comparison of costs by size of pipe used and by volume of

*¥ This pipeline was 20 inches in diameter.
¥*%¥ Barrel-miles performed in gathering lines are omitted.
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flow obtained, as shown in Table 10. The years for which these cost
values were obtained were 1955 in the case of the USSR and 1952 in the
case of the US, so that the data are not exactly parallel.

Table 10
Comparison of Data on Operating Costs

for Movement of Petroleum by Pipeline
in the USSR, 1955, and the US, 1952

Cent per Ton-Kilometer

15-Inch Pipe 20-Inch Pipe oli-Tnch Pipe Moving
Moving 3 Million Moving 7 Million 10 Million to 12 Million
Metric Tons Metric Tons Metric Tons
Country Year per Year per Year per Year
USSR a/ 1955 O. bk 0.25 0.225
Us b/ 1952 0.10 0.065 0.05

a. 119/

b. 120/

This comparison shows Soviet costs running uniformly at a
ratio of about four times US costs, whereas the averages derived from
other dats (USSR, 0.33 cent per ton-kilometer, and US, 0.1194 cent per
ton-kilometer, both for 1955) are in a relationship of approximately
three to one. The difference in years may be partly responsible, as
US costs have increased since 1952, Another important factor may be
the comparative length of haul, which in 1955 and previous years 1is
pelieved to have been much longer in the US than in the USSR. Opening
of the long pipelines of large dismeter, planned and under construction,
leading from the Ural-Volga £ield in both easterly and westerly direc-
tions, should in the future have the effect of reducing the unit cost
of Boviet petroleum.movement. Modern pumping stations, lacking in 1955,
are slated for installation. Also, the rate of depreciation of capital
investment, which is an annual charge to costs, probably is higher in
the USSR than in the US, as there are indications in the railroad sec-
tor that the USSR prefers to amortize new Tixed investments as rapidly
as savings will permit. This practice has the effect of boosting
stated costs in the early years of pipeline usage to a level higher than
is the case later on. In the US, on the other hand, many pipelines have
been in existence for 20 or more years, and, except for extensions and
betterments, have been written off to such an extent that annual depre-
ciation charges are minor.
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APPENDIX A
METHODOLOGY

The methodology used in preparing this research aid was mainly the
statistical analysis of available Soviet tariff schedules in force '
recently and at the present time.- Tn asddition to the basic data on
railroad tariff schedules, texts written by Soviet railroad experts
and by bureau heads and officers of the Ministry of Railroad Transport
were studied to obtain summarized information, data on practical ap-
plication of the tariffs, comments, and criticisms. These volumes
also have yielded up-to-date information on Soviet transportation
problems involving tariffs and costs and have been valuable in clari-
fying many of the questions that naturally arise from an analysis of
the rates, rules, exceptions, and penalties as they are stated in the
tariff handbooks.

For US railroad rates the ICC One Percent Samples of Freight
Terminations has been the main source of statistical information be-
cause the US Uniform Freight Classification No. 1 of 1952 contains no
actual rates but rather a method of computing rates that is then ap-
plied to different situations in various areas. To accompany the
statistical answers that have been developed from the sample data,
recent texts by leading US authorities on railroad economics, describ-
ing rate structures as they have been formed and as they exist today,
have been consulted and are interpreted particularly as they fit the
comparisons that are discussed in this research aid.

The over-all average freight rate in the US per short-ton-mile
(converted herein to metric ton-kilometers) is taken directly from
ICC publications. The Soviet rate has been developed from a series
of open Soviet sources that when combined have made 1t possible to set
up an array of figures for the gross freight revenue for a period of
5 years. These figures, in rubles, were divided by the officially
published figures on revenue ton-kilometers in order to produce the
over-all average rate per ton-kilometer.

For inland water transport, Soviet rates were obtained from the
official handbook, Tarifnoye rukovodstvo N 3-R, Tarify rechnogo trans-
porta na perevozki gruzov, buksirovku plotov i sudov (Tariff Handbook
No. 3-R, River Transport Tariff for Hauling Freight and for Towing Rafts
and Vessels), published in Moscow in 1957. An effort was made to obtain
comparable US rates and costs on major commodities from both the ICC and
private carriers through collection channels. For calculating ton-
kilometer rates for purposes of comparison, US waterway distances were
obtained from the US Army Engineers. Too data were used only on coal
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and lumber rates in the preparation of this phase of this research ald,
because nonreporting private carriers perform so much of the task of
inland water movement.

In endeavoring to produce comparable rates for highway transport,
the Soviet vehicle tariff that went into effeet on 1 July 1955 was
used as the basic document on the Soviet side, there being no detailed
information available on the brevious tariff. For the US, data were
selected from the ICC publication, Transport Statistics in the United
States for the Year Ended December 31, 1955, Part 7, Motor Carriers,
1957, the purpose being to provide the largest possible sample of
strictly comparable statistics on rates, costs, and average length of
haul. No commodity rates or comprehensive cost statistics were avail-
able for vehicles.

In the petroleum pipeline comparison, there were no comprehensive
Soviet tables, and reliance had to be placed on a combination of
announcements and press reports to develop cost samples and over-sll
average costs. In the US the ICC publication, Transport Statistics
in the United States for the Year Fnded December 31, 1955, Part 0,
0il Pipelines, provided figures on a large portion of US pipeline
movement of petroleum and its products, selections from which yielded
samples that appeared plausible if not completely adequate for pur-
poses of comparison. TIn neither the US nor the USSR could average
costs for a particular year be pinpointed separately for crude oil and
petroleum products, and figures within a reasonable range of error had
to be accepted.
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APPENDIX B

GAPS TN INTELLIGENCE

Tnformation that would be most helpful in analyzing the economics
of inland transport would be contained in studies of the earning power
of individual rates based on the traffic patterns of the principal
commodities moving in the USSR and in the US. Specific application of
rates needs to be established for the most important locales of move-
ment. This information probably exists in various ministries of the
USSR and in some industrisl associations of the US, but it is neither
widely distributed nor readily available. Needed also for a critical
analysis of the basis of railroad rate earning power in the USSR azre
separate income figures for each major commodity, which would include

" the effect of exceptional tariff rates, arbitrary rates, penaltiles,
fines, and miscellaneous services in addition to the normal tariff.

Undoubtedly there are many more good Soviet texts on the subject
of railroad rates than have been read in the course of preparation of
this research aid, and probably a number of them are available in
open sources at present. Collecting them and culling out the infor-
mation might yleld a wealth of further information on the breakdown
of rate income; on exceptions, arbitraries, penalties, and the like;
and on methods of cost accounting. The effort required, however, would
be out of all proportion to present intelligence objectives.

Inland water rates in the US are published for numerous hauls,
but there is considerable variation in the rate per ton-kilometer for
individual commodities. Only a study of numerous samples could pro-
duce representative ton-kilometer ratings, and, in view of the ex-
tremely large share of the traffic handled by private carriers that
file no tariff rates, the significance of such a study would be
questionable.

Although performance statistics and rates for motor vehicle
transport for the USSR are fairly clear, not much 1s known about costs
or methods of operation, and it is not certain to what extent avail-
able flgures represent total truck transport in the country. US in-
come and cost statistics are very incomplete insofar as private car-
riers are concerned, so that the whole sector has to be disregarded
in obtaining averages. It is doubtful whether this gap can readily
be filled, but data on contract carrier operations and rates may be
improved.
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APPENDIX C

SOURCE REFERENCES

Evaluations, following the classification entry and designated
"Eval.," have the following significance:

gource of Information Information

Doc. = Documentary

A - Completely rellable
- Usually reliable

- Pairly reliable

- Not usually reliable
- Not reliable

- Cannot be Judged

- Confirmed by other sources
- Probably true

Possibly true

Doubtful

Probably false

- Cannot be Jjudged

O QW
o\ W o
1

"Documentary" refers to original documents of foreign governments
and organizations; coples or translations of such documents by a staff
officer; or information extracted from such documents by a staff offi-
cer, all of which may carry the field evaluation "Documentary. "

Eveluations not otherwise designated are those appearing on the
cited document; those designated "RR" are by the author of this re-
search aid. No "RR" evaluatlon is glven when the author agrees with
the evaluation on the cited document.

1. TInternational Arts and Sciences Press. Problems of Economics,
May 58, p. 53. U. Eval. Doc.

2. USSR, Ministry of Railroad Transport. Tarifnoye rukovodstvo
' 1. Pravila primeneniya tarifov, nomenklatura gruzov,
obshchiye, isklyuchitel'nyye 1 sluzhebnyye tarify. Vvedeno
v deystviye s 1 Iyul'ya 1955 &. (Tariff Handbook No. 1
Rules for Using Tariffs; Nomenclature of Freight; and
General, Exception, and Service Tariffs. Effective from
1 July 1955), Moscow, 1955. U. Eval. Doc. (hereafter re-
ferred to as USSR, Ministry of Railroad Transport. Tarifnoye)

3, Khanukov, Ye.D. Transport i razmeshcheniye proizvodstva
(Transportation and the Distribution of Production), Moscow,
1955, p. 381-385. U. Eval. Doc.

- 53 -
. ¢-0-N-F-I-D-E-N-T-I-A-L
Approved For Release 1999/09/27 : CIA-RDP79S01046A000700120001-1




Approved For Release 1999/09/27 : CIA-RDP79S01046A000700120001-1

C-0-N-F-I-D~E-N-T~I-A-I,

b, Ibid., p. 377. U. Eval. Doc.

5. Arkhangel'skiy, A.S., et al. Spravochnik po tarifam zhelez-
nodorozhnogo transporta (Hendbook on Railroad Freight Tariffs),
Moscow, 1955, p. 32-35, item 4. U. Eval. Doc.

6. Khanukov, op. cit. (3, above), p. 381. U. Eval. Doc.

T. ZIbid., p. 3B4.7 U. Eval. Doc.

8. USSR, Ministry of Railrosd Transport. Tarifnoye (2, above),

p- 138-139. U. Eval. Doc.
9. Arkhangel skiy, et al., op. cit. (5, above), p. 32, item 1.
. Eval. Doe. ~~ — T T

10. Ibid., p. 32-55, item 8. U. Eval. Doc.

11l. 7Ibid., p. 36, item 1. U. Eval. Doc.

12.  Khanukov, op. cit. (3, above), p. 380. U. Eval. Doc.

13. Arkhangel’gﬁﬁyi_gi al., op. cit. (5, above), p. 37. U.

Eval. Doec,

14, Tbid.

15. Tbid., p. 38-%2. U. Eval. Doc.

16. Tbid., p. 42-43. U, Eval. Doo.

17. Ibid., p. 44-51. U. Eval. Doc.

18. Tbid., p. 55. U. Eval. Doec. .

19. USSR, Ministry of Railrosd Transport. Tarifnoye (2, above),
p- 139. U. Eval. Doec.

20. Ibid., p. 25-26. U. Eval. Doc.

21. 7Ibid., p. 11. U. Eval. Doc.

22, Ibid., p. 9. U. Eval. Doc.

23. Tpbid., p. 34 U. Eval. Doc.

2k, Tbid., p. 23-25. U. Eval. Doc.,

25. Ibid., p. 28. U. Eval. Doc.

26, Ibid., p. 15-19. U. Eval. Doc.

27. Ibid., p. 34 U. Eval. Doc.

28. Tbid., p. 24k, U. Eval. Doc.

29. Arkhangel'skiy, et al., op. cit. (5, above), p. 4k, U.

Eval. Doc. T T
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